THE BANKER, November 1931. 


NOV EMBER 1931 ° 


wT eo 
Tt Fe 


A Gournal of Grternational Banking 


Contents Include 


THE UNITED STATES BANKING POSITION 
SCOTTISH BANKING 
FUTURE OF THE LONDON FOREIGN EXCHANGE MARKET 
PARIS AND THE STERLING CRISIS 
THE GERMAN SITUATION 
SOUTH AMERICA’S DEBT POSITION 
INDIAN BANKING COMMITTEE’S REPORT 
SOME LLOYDS BANK BRANCHES 
By Proressor C. H. REILLY 


Published by 
FINANCIAL NEWSPAPER PROPRIETORS LIMITED 
20 Bishopsgate, E.C.2 


Well-tailored clothes are always 
worthy of the highest grade LINENS? = 
| PP 


I If any difficulty in Is XJ 

“COURTINE” LINING The, name is an 
write direct to the Fiche. ly e selvedge. 
COURTAULDS, Lid., 16, St. GUARANTEED FULLY SHRUNK. 
Martin’ s- -le-Grand, London, E.C.1 Ask your Tailor to use them in your new suits. 








UINUIULUUIULUULNVLUILLUOAUTIOOVUTUUUUEUUUUULVUO LULU 


BL ADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES: WORKS : 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “* Identical, London.” 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 


Capital fully called up - £650,000 Reserve Account - - £670,000 
(with power to increase to £4,000,000 


Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS : 


Messrs. Giyn, Mitts & Co, THe WESTMINSTER BANK LimiTED, LOMBARD S1KEE1. Lioyps BANK LIMITED. 


HEAD OFFICE : 
33/36 Kinc Wittiam Street, Lonpon, E.C,4, 


CHIEF OFFICE IN PERSIA : 


TEHERAN. 


BRANCHES IN PERSIA: 
Abadan, Ahwaz, Bunder Abbas, Bushire, Hamadan, Isfahan, Kerman, Kermanshah, Meshed, Mohammerah, 
Pehlevi, Resht, Shiraz, Sultanabad, Tabriz, Yezd, Zahedan (Duzdab). 


BRANCHES IN IRAQ: BRANCH IN INDIA : 


BaGpap, BasRA, BomMBay. 


HE BANK transacts Banking Business. of every description in 

and connected with Persia and Iraq, also with Bombay, Calcutta 
and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills ‘collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 
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Royal Bank of Scotland 






INCORPORATED BY ROYAL CHARTER 1727 
Capital (fully paid) .. es .. £3,780,192 
Rest or Reserve Fund " .. £3,780,926 
Deposits .. - - e .. £50,387,090 
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| OVER 200 YEARS OF COMMERCIAL BANKING | 

LONDON: City Office--3 Bishopsgate, E.C.2 

West End Offcee—DRUMMONDS, 49 Charing Cross, S.W.1 
WESTERN, 1 Burlington Gardens, W.1 


(formerly Branch of Bank of England) 
BOND STREET, 64 New Bond Street, W.1 
GLASGOW: Principal Office—Royal Exchange Square. 








A COMPLETE BRITISH, COLONIAL AND 
FOREIGN BANKING SERVICE 


Head Office: Edinburgh 


General Manager: SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L., LL.D. 


AFFILIATED BANK—WILLIAMS DEACON’S BANK LD. 
(Members of the London Bankers’ Clearing House). 
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The Union Bank of Scotland 


LIMITED 
Established over 100 years. 


Reserve Fund.. 


I SE SII sisiticrtarsicsscrcrireesisncritirmccmanine £29,133,000 
NORMAN L. HIRD, General Manager. 


Head Offices : 
GLASGOW~— St. Vincent Street EDINBURGH— George Street 


209 Branches throughout Scotland 
LONDON OFFICES—62 Cornhill, E.C.3 
332 Oxford Street, W.1—1 Regent Street, S.W.1 


Adapted in Every Way to Carry Through All Forms of Banking Business | 
in Scotland and London. 








very description of Home and Foreign Banking transacted. 
Letters of Credit issued on all places at home and abroad; Cable Remittances, 
Freight Collections, Ship’s Disbursements Credits, Commercial Credits, &c., 
arranged. Bills of Exchange and Shipping Documents collected or negotiated 

subject to approval. 

Small Deposit Accounts bearing Interest. Sums of 1/- and upwards received ; 
Passbooks and Home Safes issued. 
The Bank also undertakes the duties of Trustee and Executor. 


At London Offices Current Accounts and other business conducted on the 
| usual terms of London Banks. Deposits received at interest. 


The National Bank of Scotland, Ltd. 


: Incorporated by Royal Charter and Act of Parliament. 
ESTABLISHED 1825. Affiliated to Lloyds Bank Limited. 


Capital Subscribed £5,000,000 Paid Up £1,100,000 Uncalled £3,900,000 
RESERVE FUND - - £1,550,000 
HEAD OFFICE: Ediaburgh. 
JOHN T. LEGGAT, General Manager. FREDERICK G. DRYBURGH, Secretary 


LONDON OFFICES: 
CITY OFFICE —-37 Nicholas Lane, Lombard Street, E.C.4. 
: JOHN COWAN, Manager. W. R. GILCHRIST, Assistant Manager. 
WEST END OFFICE—18/20 Regent Street, Piccadilly Circus, S.W.1. JAMES MOIR, Manager. 


GLASGOW OFFICE: 47 St. Vincent Street. 









































JAMES REID, Manager. MURDO F. MATHESON, Assistant Manager. 
Every description of Banking Business, including Foreign Exchange and all other classes of Overseas business, 
transacted at the Bank’s Branches throughout Scotland and at their London Offices. Deposit Book Accounts 
bearing interest may be opened with small sums. The Bank undertakes the duties of Trustee or Executor 
under Wills, Trustee under Marriage and other Settlements, and Trustee for Debenture and other Issues, etc. 
| THE COMMERCIAL BANK OF SCOTLAND LTD. 
} Head Office ESTABLISHED 1810. EDINBURGH 
General Manager, ALEX. ROBB Assistant General Manager, JOHN M. ERSKINE. Secretary, MAGNUS IRVINE 
Capital Subscribed - - - - £7,500,000 Reserve Fund - - - £2,850,000 
Capital paid up - - - £2,250,000 —— (31st Oct., 1930) - - ~  £33,182,351 
London City Office - 62 LOMBARD STREET, E.C.3 
| : ANDREW W. RU ISSELL ond JAMES Ww. ALSTON, Joint Managers 
| Kingsway Branch - - IMPERIAL HOUSE, KINGSWAY, W.C.2 
| : JOHN ARCHIBALD, Manager 
Glasgow Chief Office - - - -~ = ~ 113 & 115 BUCHANAN STREET 
ANDREW SCOTT, Manager WILLIAM COCHRANE, Assistant Manager 
Princes Street, Edinburgh, Branch, 118 Princes Street. James Thomson, Agent. 
The Bank has 348 Branches and Sub-Branches throughout Scotland. 
General Banking and every description of Foreign Exchange business transacted, and Agency business for 





. Foreign and Colonial Banks undertaken, 
The Bank is Prepared to undertake the duties of Executor or Trustee under wills and settlements, and to act as 
Trustee for Debenture Holders, and for Public Bodies and Institutions. 
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MARTINS 
BANK 


LIMITED. 


1831 — CENTENARY — 1931 


Head Office: 
7, WATER ST., LIVERPOOL. 
London Office: 
68, LOMBARD ST., E.C.3. 
Manchester District Office: 
43, SPRING GARDENS. 





Capital Paid Up and Reserves £7,777,990 | 
Deposits, etc., at 30 June 1931 £74,922,230 | 


The Bank has over 570 Offices, and Agents 
in all the principal towns at home and 
abroad. 


All descriptions of Banking, 
Trustee and Foreign Exchange 
Business transacted. The Bank is 
prepared to act as Registrar for 
Public and Corporate Bodies. 


164 BRANCHES IN 
FINLAND 


O 


Capital and Reserves: 


Fmk. 426,000,000 
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KANSALLIS-OSAKE-PANKKI 


(National Joint Stock Bank) 


Head Office: HELSINKI 
(Helsingfors) FINLAND 





Established 1829. 


DISTRICT 
BANK 


LIMITED. 


If you are exporting or im- 

porting consult the Foreign 

Department so as to avoid 

loss through fluctuations 
of the Exchanges. 


FOREIGN DEPT. : 
13, Spring Gardens, Manchester 
2, Castle Street, Liverpool 
76, Cornhill, London, E.C.3 
LONDON OFFICES : 
75, Cornhill, E.C.3 
46, Old Bond Street, W.1 
HEAD OFFICE: 
13, Spring Gardens, Manchester 








BANCO CENTRAL 
DE BOLIVIA 


formerly 


BANCO DE LA NACION 
BOLIVIANA 
Established 1911. 


OPERATES AS A CENTRAL BANK OF 

ISSUE, DISCOUNT, DEPOSIT AND ExX- 

CHANGE THROUGHOUT THE REPUBLIC 
OF BOLIVIA. 


Authorised Capital - Bs.30,000,000 
Paid-up Capitai § - Bs.25,687,075 
Reserve Fund - -  Bs.6,155,826 


Telegraphic Address: “‘NAVIANA.” 


Head Office: LA PAZ. 


BRANCHES : 
Cochabamba, Oruro, Potosi, Riberalta, Santa 
Cruz, Sucre, Tarija, Trinidad. 


Specially prepared to grant facilities for the 
DEVELOPMENT of the ECONOMIC RELA- 
TIONS between the REPUBLIC OF BOLIVIA 
and all FOREIGN COUNTRIES. 


The Bank grants special facilities to Travellers 
proceeding to Bolivia. 


CORRESPONDENCE INVITED. 
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£% INVESTMENT 
A 20 years’ Endowment Assurance 

for £1000 with profits effected by 

a man aged 30 under the Special 
Scheme applicable to the Staffs 

of certain leading banks gives the 
following results : 

Sum Assured and Bonus 

at maturity if present 


rate of bonus be con- 
tinued .., Pee .. £1,818 08 @ 
Total net premiums pay- 
able (assuming income 
tax rebate at 2/6 in 
the &) 


A 


791 10 O 


Profit € 72310 0 
Ph al 


Such a result would be better than 
that secured by an investment yielding 


77 /. 











PITMAN’S 
BANKING BOOKS 
FOR STUDY AND REFERENCE 
JUST PUBLISHED. 

New Edition. 


A PRACTICAL EXAMINATION OF 
THE BILLS OF EXCHANGE ACTS 


By CECIL H. H. FENNELL, Secretary to the 
nstitute of Bankers in Ireland. 
A critical examination of the laws relating to Bills 
of Exchange, Cheques and Promissory Notes, as con- 
tained in the Bills of Exchange Acts, 1882, 1906, 
1917, etc. It provides a ready means of becoming 
intimately acquainted with the full meaning and 
application of the Statutes. Second Edition. 
7s. 6d. net. 

ll he found of great assistance to the practical 
banker as well as for examination purposes.” ‘Tne 
BANKERS’ MAGAZINE. 


THE LAW RELATING TO 





gross interest and 


LIFE ASSURANCE COVER 


has been afforded in addition. 


By L. Le M. MINTY, Ph.D., B.Sc.Econ., B.Com. 
Cert. A.I.B., LL.B., Barrister-at-Law. 

Ibis important new book presents authoritative ex- 
planations of the law and its relationship to the 
everyday transactions of a bank. An invaluable 
guide for students preparing for the Examinations. 
Crown 4to. 30/- net. Half leather gilt. 

**4A much needed text-book . . . a sound description 
of the manner in which Banking Law operates in 
modern times.”’—THE BANKERS’ MAGAZINE. 
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THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 
CAPITAL AND RESERVE FUNDS - - £3,600,000 


Head Office : 
38 St. Andrew Square, EDINBURGH. 
OVER 200 BRANCHES THROUGHOUT SCOTLAND. 


London Office : 
38 Threadneedle Street, E.C. 2. 


Where accounts may be opened on usual London terms. 


Of a bookseller, or direct from 


PITMAN’S, PARKER ST., KINGSWAY, W.C.2 


BANKING & FOREIGN EXCHANGE 

















THE WORLD ECONOMIC CRISIS 
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PAUL EINZIG 


Author of “International Go'd Movements,” “The Bank for International Settlements,” 
“The Fight for Financial Supremacy,” &c. 
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Price 7s. 6d. net. 
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A Banker’s a 


Mid-September—Mid-October 


lr was only natural that some uncertainty should prevail 
in the money market immediately after the suspension 
of the gold standard, and evidence of this 
~~ was found in the wide spread of discount 
- rates, alluded to below, and in the fact 
that of the £40,000,000 of Treasury bills offered on 
September 25 only £34,630,000 were allotted. During 
the past few weeks, money has become very comfortable 
with rates running at 4 per cent. or thereabouts, against a 
6 per cent. Bank rate. There were several reasons for this. 
One was that there is an unusually large amount of money 
about, for Bankers’ Deposits at the Bank of England stood 
at over £70 millions in early October, against more 
normal figures of £60 millions and less. Partly for this 
reason the clearing banks have been calling far more 
lightly than usual, and finally the prevailing uncertainty 
both at home and abroad has restricted activity in the 
discount market and has so reduced the demand fer 
money. 


THE 6 per cent. Bank rate imposed when gold payments 
were suspended was still in force in the middle of October, 

and the prospect then was that it would 
be continued at least until after the election. 
It was felt that the outlook was so un- 
certain that in the national interest it was undesirable to 
make any relaxation which might bring about a spurious 
and unsound outbreak of speculative activity. Market 
discount rates were subject to wide..variations, and bills 
were subjected to keen scrutiny when offered in the market. 

(;erman renewals were dealt in at rates running practically 
up to Bank rate, but other bills bearing first-class London 
names were taken at lower rates, which at times ran 
down to 53 per cent. The week’s issue of Treasury bills 
was pl wed during early October at about 5-% per cent., 

but a keen demand for “ hot ” Treasury bills drove their 
rate down to 53 per cent. and even lower, thereby giv ‘ing 
the market a week turn. It is noticeable that there is a 


Discount 
Rates 
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certain “‘ small investment ’’ demand for Treasury bills, 
inspired by the wide fluctuations in prices of long-term 
Government securities and by the high return now 
obtainable upon Treasury bills. 


DuRING early October sterling settled down at a discount 
of approximately 20 per cent., with New York quoted at 
between $3-80 and $3-90, Paris at just 
under Frs. 100, and Amsterdam at Fls. 94-3. 
mene " The gold standard has been suspended in the 
Ex shamans three Scandinavian countries, and in Finland 
and Portugal. Other European countries are 
making strenuous efforts to adhere to gold, 
largely because they fear the effects of a suspension upon 
public opinion. As regards the Empire, India is now 
linked to sterling, while the Australian pound is still at 
its former discount with respect to sterling, so that it is 
doubly depreciated against gold. South Africa, as the 
leading gold producing country, is retaining the gold 
standard, but Northern and Southern Rhodesia have 
followed sterling. Canada in practice occupies a half-way 
house between sterling and the dollar. Foreign exchange 
dealings in the leading South American republics are now 
subject to severe restrictions, which are gravely hampering 
trade, and there is evidence that the suspension of the 
gold standard in Great Britain has caused grave incon- 
venience to business in all parts of the world. Forward 
exchange dealings in London are being slowly resumed, 
but as a subsequent article shows, they are subject to 
certain practical difficulties. 


THE suspension of the gold standard has inevitably 
brought into being separate price-levels for “ gold” 
and sterling, and as might be expected 
—_—— gold prices have fallen and sterling prices 
mre have risen since the date of suspension. 
As regards sterling, the Economist and 
the Financial Times agree in making the increase 
in wholesale prices to October 14 one of 8 per cent. 
Gold prices, according to the Economist index number, 
based upon 18 primary commodities, had fallen by just 
over 4 per cent., but Professor Irving Fisher’s American 
index number, based upon a far bigger number of com- 
modities, makes the decline only just over one per cent. 
I 
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In France, however, the decline to October 7 was 3 per 
cent. It is clear that the divergence between gold and 
sterling prices is not yet equivalent to the 20 per cent. 
depreciation of sterling, but this lag is readily explained 
by the existence of stocks of commodities required prior 
to the suspension of the gold standard, and by the lack 
of movement in costs and prices other than those of 
primary materials entering into international trade. 
The greater fall in the Economist gold index is addi- 
tional proof of this. There is some disposition to 
assume that the divergence between the purchasing power 
of gold and sterling need never reach the full 20 per cent. 
This may be so, but theory teaches that in that eventuality 
the balance of trade should become favourable to England 
and so bring the sterling exchange back nearer to parity. 


THE September trade returns virtually relate to the 
period immediately preceding the suspension of the 
gold standard on September 21, for both 
Overseas imports and exports represent orders placed 
Trade I Pp P pia 
before that date. Imports at {68-3 millions 
compare with {65-3 millions in August, and the increase 
of three millions probably reflects the normal revival in 
business after the holidays, coupled possibly with some 
importation of goods in anticipation of a tariff. Exports 
of British goods were {29:8 millions against {29-1 
millions in August. Here too the change possesses little 
real significance. Finally re-exports fell from £3-9 to 
{3-8 millions. All these returns are heavily below those 
of a year ago, the contraction being {10-3 millions in 
the case of imports, {12-9 millions for exports, and {1-6 
millions for re-exports. The October returns will begin 
to reflect the immediate reactions of the suspension of 
gold payments, but the full effects are not likely to become 
apparent in the case of exports for several months to 
come, owing to the time-lag between the placing and 
completion of orders. 


SEPTEMBER witnessed a further decline in the deposits 
of the London clearing banks, the actual figures being 
The July, £1,787-7 millions; August, £1,745-0 
September millions; and September, {1,711-8 millions. 
Bank It is impossible not to connect this with 
Averages the efflux of funds from London. Com- 
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paring August and September, cash fell from £179-8 
to £173:7 millions, this movement being somewhat 
surprising in view of the increase in bankers’ deposits at 
the Bank of England and the absence of any marked 
expansion in the note circulation. Advances were 
slightly higher at {910-8 against {908-5 millions, and 
investments also expanded from {301-8 to £304-0 
millions. Consequently the banks had to meet the 
fall in their deposits by allowing their bills to run off, 
so that discounts fell from {263-6 to £236-9 millions. 
Some money also had to be taken off the market, for call 
money and short loans fell from {113-2 to £106-9 millions. 
There was a welcome increase in acceptances from 
{112-6 to {118-4 millions. 


October Developments 
W iinai mid-October is far too early to witness the 


final consequences of the suspension of the gold 
standard in Great Britain, it is late enough for 
the first impacts to have been revealed. Taking the 
home position first, the most important lesson is negative. 
It is that although sterling has fallen by some net 
20 per cent., there has been no headlong collapse such as 
was a commonplace on the Continent ten years ago. 
Had not the Budget been balanced before the gold 
standard was suspended, the position even to-day might 
have been very different, and that alone is justification 
for all the efforts made and the heavy debts incurred in 
order to maintain the gold standard as long as possible. 
Other home developments were much in accordance 
with economic theory. There has been a mild rise of 
8 per cent. in internal wholesale prices, but much of the 
margin of 20 per cent. between sterling and gold has 
either been taken up by a fall in gold prices abroad, or 
owing to the inevitable time-lags that occur, has not yet 
been taken up at all. Gilt-edged stocks fell heavily under 
the initial impact, but have since recovered with the 
return of confidence at home and the deterioration of 
confidence abroad. Current prices bear witness mainly to 
the prevailing uncertainty and the 6 per cent. Bank rate, 
12 
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which then seemed likely to remain in force until after the 
election. Money has been comfortable, and the discount 
market inactive with wide variations in rates, according 
to the names on the bills. Industry generally is re- 
sponding to the stimulus of a depreciated exchange, and 
industrial share prices are following this lead. Yet so far 
the improvement has done little more than arrest the 
normal seasonal increase in unemployment. It is also 
noticeable that the prospect of the early introduction of 
a tariff has led to a fair amount of anticipatory imports. 

The banking system is absolutely sound and com- 
mands confidence both at home and abroad. An infallible 
test of this is the fact that the small increase in the note 
circulation that has occurred is readily explained by 
seasonal causes and by the notes paid out to Scottish 
banks in exchange for their gold. This shows that no 
hoarding has occurred. Again the relative stability of 
sterling since the end of September suggests that the 
drain of funds from London has ceased, or has at least 
been equated by some return of funds. Even the disso- 
lution of Parliament on October 7, and the announce- 
ment that the general election would take place on 
October 27 (with a prospect, since mitigated, of numerous 
three-cornered fights) did not have an untoward effect. 

As regards the election, its result will be known by 
the time this issue of THE BANKER is published, and by 
then discussion as to whether or not it was necessary 
will have been long out of date. More germane at that 
time will be the intentions of the new Government, and 
here, in ignorance of the result of the election, it is 
necessary to write with caution. 

In the middle of October the outside world had two 
main questions to ask of England. Firstly, when was she 
going to stabilize the pound, and at what rate, and, 
secondly, was she going to introduce a tariff, and, if so, 
how high a tariff? It was not generally realized, either 
at home or abroad, that the two questions were com- 
plementary, and that if the rate of stabilization were 
tixed low enough, there was a strong case, even admitting 
many of the arguments of the Protectionists, for a low 
tariff or even for no tariff at all. In many ways that 
seemed the best thing to hope for. A low tariff would 
not exacerbate political opinion either at home or abroad, 
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so that at home the Government would command united 
support, while abroad the danger of retaliation and of a 
renewal of the growth and multiplication of tariff walls 
would be as far as possible avoided. On the other hand, 
the acceptance of the existing 20 per cent. depreciation 
of sterling would save us from the slow and painful climb 
back to parity, and would automatically bring about 
some readjustments in our economic life without their 
being apparent to those concerned. 

Against this, it is only fair to recognize that there is 
a certain body of opinion that holds that our ultimate 
aim should be a return to our former parity. Mr. Good- 
enough urged this view in an address on October 6, and 
his argument was that “‘ permanent devaluation of the 
pound must shake the world’s confidence in sterling, 
besides operating unfairly to those who have saved and 
invested their money in sterling both at home and 
abroad.’’ That, of course, is a point of view that must be 
borne in mind. In our anxiety to assist British trade we 
must not forget that those who had funds in London on 
September 21 have suffered grievous loss and that if only 
for the sake of our good name we must judge fairly 
between their claims and our needs. Again, the last 
thing we want to initiate is a headlong and disorderly 
desertion of gold in which each country strives to 
devaluate more than the others. 

Still we must have regard to what is practicable, and 
the only thing that was clear in October was that on no 
account must we attempt even de facto stabilization until 
we are certain that we can hold the new rate. An abortive 
stabilization would be disastrous. Thus our answer to 
this question is : (2) that we have not yet begun to think 
about stabilization ; (b) that the questions of stabilization 
and tariffs ought to be linked together; and (c) that we 
cannot stabilize until we are sure that we can hold our 
ground. On balance it is to be hoped that a fourth 
answer will be added to the effect that some devaluation 
will prove essential. 

Allied to these problems is undoubtedly that of the 
desirability of holding a world economic conference, a 
plan which found a prominent place in the election 
programmes of all parties. Here again we counsel 
caution, for if such a conference is not to degenerate into 
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heated and inconclusive discussion around the many 
major issues that must arise, it is essential that the 
ground should be well prepared in advance possibly by 
an international panel of experts. This work cannot be 
done at once, and it must be done well. It is true that 
in many respects time presses, for action must be taken 
before the Hoover moratorium and the German standstill 
period come to an end. Even so, to attempt to call a 
conference before the New Year would be to court failure. 

These considerations bring us to the position abroad. 
The first effect of the suspension of gold payments by 
Great Britain was the immediate breakdown of the gold 
exchange standard. Foreign central banks operating 
this system found that their holdings of sterling which 
ranked as part of their legal reserve had depreciated by 
20 per cent., and in these circumstances it was only 
natural that they should turn their holdings of devisen, 
other than sterling, into gold. The resultant gold ship- 
ments from the United States to Europe and, indeed, the 
whole American position are discussed on another page. 

The next consequence was the suspension of the gold 
standard by other countries which up till the middle of 
October included Denmark, Norway, Sweden, Portugal, 
Finland and Northern and Southern Rhodesia. 

Apart from these strenuous efforts are being made to 
maintain the gold standard, especially by those countries 
who have suffered from inflation in the past, and who 
fear the effects upon public opinion of a fresh threat. 
Some breathing space was afforded on October 12 by the 
decision of the Bank for International Settlements to 
renew the German and Austrian credits first granted in 
the crisis of last summer, especially as this decision 
carried the implication that the Central Banks con- 
cerned in these credits would also renew. Even so 
Germany was experiencing grave difficulty in meeting 
even the limited demands of her foreign creditors as 
authorized by the standstill agreement ; and the outlook 
both for Germany and for Central and South-eastern 
Europe was extremely dubious. It is no exaggeration to 
say that international trade and international exchange 
dealings were being conducted under serious difficulties 
in parts of the world so widely separated as Eastern 
Europe and South America. 
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That was the position as it stood four weeks after the 
British suspension of the gold standard. It was fraught 
with heavy potentialities both for good and for evil. 
On the one hand it was imperative to avoid hasty, 
ill-considered and abortive action. On the other hand, 
delay was still more dangerous, and it was essential to 
remember that international action can only be initiated 
slowly. At that time the most hopeful element was 
M. Laval’s departure for Washington. If this should 
prove the beginning of joint action by England, France, 
the United States and Germany there is real ground for 
hope. At the moment, however, facile optimism and 
undue pessimism alike are to be deplored. 





The United States Banking 
Position 


N early October, rumour which previously had 
[attacked first Austria, then Germany and_ then 

England, fastened upon the United States as her 
victim, and in the back courts of London, Paris and 
other European financial centres doubts were freely 
expressed as to the stability of the American banking 
system, or indeed of her ability to remain upon the gold 
standard in the face of the heavy gold withdrawals then 
in progress. Attention was drawn to her numerous 
bank failures over the past two years, to the weakness 
of her bond market and to the hoarding of notes revealed 
by her note circulation returns. To these more purely 
banking factors were added her general business de- 
pression, and her severe unemployment and distress, and 
more alarmist rumours were not wanting to round off 
the tale. 

Now let it be said at once that rumour has already got 
numerous and grave charges to meet in respect of her 
conduct during the past four months, and it is partly 
in the hope of being able to add yet another count to the 
indictment that the following brief examination of the 
American banking position is made. Take first her 
numerous bank failures. It is true that they have 
occurred in large numbers and are still occurring. Yet 








100 THE BANKER 





their total is small in proportion to the total number of 
banks in the country, and in the main they only concern 
the countless small local banks with which the United 
States is covered, much as England is covered with 
branches of the “ big five.”” Let it be remembered that 
if every branch bank in the distressed areas of England 
had been a self-contained, self-supporting unit, we too 
would have had our crop of bank failures during the past 
few years. 

Banking weakness in the United States can be traced 
to two main causes, namely, the fall in the value of the 
banks’ bond holdings and the collapse in the real estate 
market. The ordinary business lines of bank credit, 
including loans against securities and the financing of 
instalment buying, have come through the period of 
strain very well. Nor is there any truth in the irre- 
sponsible rumours lately heard on the Continent regarding 
the stability of the leading New York banks. 

The note hoarding by the public is described as sporadic 
Whenever a bank failure occurs in a certain town, there 
is an immediate rush by the public to draw notes from 
the banks, and so purely localized hoarding takes place. 
Unfortunately this hoarding is cumulative, for the notes 
withdrawn one week in one centre do not return, and 
next week when another failure occurs in another centre, 
a fresh batch of notes are hoarded. The fact is that the 
United States contains a vast alien population, and it is 
such elements who are largely responsible for the 
hoarding. There is no need to elaborate the fact that 
once semi-literate foreigners lose their confidence in a 
country’s banking system, it takes a very long time to 
restore it. Still, it is important to realize that no general 
hoarding of notes, evidencing any general distrust of the 
banks, is taking place. 

It has been said that the collapse of the bond market 
is a major cause of banking weakness. Here it must be 
admitted that a vicious circle has been allowed to develop. 
In order to prepare for possible withdrawals by their 
customers—in other words, with the object of adding 
to their liquidity and strengthening their position— 
the banks since the end of April had sold $300,000,000 
of bonds. In the absence of any buying movement this 
has seriously depressed bond prices and so weakened 
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rather than strengthened the position of the banks. Up 
till a few weeks ago the Reserve System was trying to 
alleviate the position both by maintaining very low 
money rates and by heavy purchases of Government 
securities on its own account, but this policy failed 
partly because low money rates stimulated withdrawals 
of deposits from the banks. The remedial measures 
adopted during October, such as the creation of the 
$500,000,000 banking pool and even the increases in the 
New York rediscount rate were primarily taken to help 
the bond market. 

Gold losses are due to two main causes. One is to be 
found in the French banking difficulties of September, 
which, as in previous years, made French banks draw on 
their foreign balances to strengthen their cash resources. 
With sterling at a heavy discount, it was no longer 
possible to draw on London except at a loss, and so the 
French banks turned to New York. The other cause 
was that, as explained elsewhere, the suspension of the 
gold standard in London has caused a hurried and general 
abandonment of the gold exchange standard, and the 
turning by central banks of their devisen into gold. As 
their sterling balances were not convertible into gold, 
they too had to turn to New York. 

Estimates vary as to the amount of “free gold”’ 
that the United States could export before the Reserve 
Banks’ ratios of gold to liabilities of various kinds reached 
their minima. One authority has put it at $2,000,000,000, 
and has added that, in any case, America’s free gold was 
in excess of foreign balances present in New York in 
early October. Still, whatever the final limit, there is no 
doubt that gold losses to date are one cause of the October 
rediscount rate increases, and that if they continue, 
certain definite consequences will follow. Firstly, the 
Reserve System will have to exchange its Government 
securities (which are not eligible as backing to the note 
issue) for eligible paper, and this in practice means sales 
of Government securities, a tightening of money supplies 
and money rates, and forcing member banks to borrow 
from the system. If this proceeds far enough, there will 
be a turther depression of commodity prices, postpone- 
ment of business revival, and, finally, the temporary 
cutting-off of supplies of Americam credit to other 
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countries. Hence, whatever the theoretical limit to 
America’s power to ship gold, the practical consequences 
of an approach to that limit are likely to be far more 
serious. 

This completes the survey of the American banking 
position in early October, and it remains to discuss 
the remedial measures taken or envisaged at that time. 
First came the creation of the $500,000,000 pool, consisting 
of a new corporation with a nominal capital and a 
debenture issue of the amount specified, both to be 
subscribed by the American banks. To remove certain 
misconceptions, it may be repeated that the main object 
of the pool is to support the bond market, for banks 
wishing to add to their cash will be able to borrow from 
the pool, using these bonds as collateral, instead of 
having to sell them in the market. The pool does not 
provide a means for credit inflation. $500,000,000 is at 
present the limit of its operations, and it acts really as 
a means for the redistribution of existing bank credit. 
It is not unfair to compare it to the credit pool auto- 
matically created in England by the branch banking 
system. 

The new corporation will not be able to rediscount its 
obligations with the Reserve System, but there is a 
possibility that the latter may obtain power to grant 
lombard loans (i.e. short-term loans against securities). 
If so, fairly stiff conditions will be imposed, such as for 
example, a rate of 2 per cent. over the current rediscount 
rate and drastic restriction as to the classes of securities 
available as collateral. The Reserve System may also 
get power to extend its definition of “ eligible paper,” 
but this of course is a matter for Congress, and so nothing 
can happen immediately. 

Finally, cheap money having failed, America is 
apparently in for an era of dear money, designed both 
as a warning of the effects of the gold efflux and to 
enable the banks to pay higher rates and so to attract 
deposits back into the banks. Apart from these technical 
measures, it remains to be seen what will be the fruits of 
America’s closer contact with other countries. The visit 
to Basle of Mr. Randolph Burgess, the Deputy-Governor 
of the New York Reserve Bank, was a new and hopeful 
departure, and much is to be hoped from the visit to 
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Washington of M. Laval, accompanied by such authorities 
as M. Rist. One thing is certain. Baseless as the rumours 
as to America’s stability are, the facts of the past few 
months have shown her that rightly, or wrongly, her 
fortunes are bound up with those of the world at large. 


Scottish Banking 


HE past twelve months are destined to figure largely 
in the future histories of banking; for bankers of 
all nations they have been uncomfortably eventful. 
Perhaps for that very reason Scottish banking—in its 
purely domestic aspect—has been singularly without 
incident. In this respect the year stands out in marked 
contrast to its predecessor, for the chronicler of 1930 had 
to record several developments of quite unusual signifi- 
cance. Most important of these was the “ invasion ”’ of 
English banking by the Royal Bank of Scotland, the 
largest and one of the oldest of the Scottish banks, when 
it acquired control of Williams Deacon’s Bank and, almost 
simultaneously, took over the ‘“‘ Western Branch ”’ of the 
Bank of England. Recent events have been less spec- 
tacular, though hardly less gratifying, for trade difficulties 
at home and banking and exchange troubles abroad have 
taxed the resources and ingenuity of bankers to their 
uttermost; but, as their published figures show, the 
Scottish banks have weathered the storm as successfully 
as any, and far more successfully than some. 

So far as internal organization is concerned, the most 
important changes have, unhappily, been compelled by 
retirements and losses which have robbed Scottish bank- 
ing of some of its most honoured personalities. On 
May 6 the Clydesdale Bank lost an old and valued servant 
in Mr. David Young, whose position as general manager 
has since been filled by Mr. Andrew Mitchell, the former 
assistant general manager and secretary, and a worthy 
successor to Mr. Young, whose connection with the bank 
extended over fifty years; while, some two months later, 
the Bank of Scotland announced the retirement of its 
secretary, Mr. Alexander J. Rose, who joined the bank in 
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1881. He has been succeeded by Mr. William A. Tait, 
M.A., who for ten years had filled the post of super- 
intendent of branches with marked ability. Meanwhile, 
the extension of branch offices has proceeded steadily. 
The opening of two, in particular, is noteworthy as indi- 
cating the recent tendency of the Scottish banks to 
strengthen their connections in the West End of London, 
stimulated, doubtless, by the Royal Bank’s acquisition in 
Burlington Gardens last year. In the Spring of this year 
the Union Bank opened a branch at 332 Oxford Street, 
under the managership of Mr. J. M. Shaw Lambie, while 
at the beginning of last month the National Bank com- 
menced business at Dorland House, Lower Regent Street, 
with Mr. James Moir, formerly accountant at the City 
Office, as manager. By a coincidence, the National 
was not only the first of the Scottish banks to set up in 
London—its first branch there was opened as long ago as 
1864—but was also the first to link its fortunes to one of 
the London clearing banks, when, in 1918, Lloyds Bank 
acquired some 95 per cent. (since increased) of its capital. 
One other development, which may well play a great part 
in the future of Scotland, must be noted. During the 
year the initial steps were taken to implement the 
machinery contemplated in Part 1 of the Agricultural 
Credits (Scotland) Act, 1929, which called for the 
establishment of an Agricultural Security Company, on 
the lines of the Agricultural Mortgage Corporation, which 
has now proved its utility in England and Wales. Four 
of the Scottish banks are co-operating in the scheme, 
together contributing £100,000. 

These changes apart, the history of the year is one of 
the efforts of the banks, in Scotland as elsewhere, to 
maintain both liquidity and earnings in the face of almost 
unparalleled depression. In these pages it is unnecessary 
to explode the surprisingly popular fallacy that the 
bankers, as middlemen dependent upon a differential 
margin for their profits, are unaffected by unduly low or 
unduly high money rates. Throughout the whole of 1930 
and the first half of the current year, bankers in Great 
Britain had to contend on the one hand with a steady 
decline in the interest yields on their “ call’’ and short 
loans, their bills, investments and advances, and on the 
other with a rapid contraction of demands for trade 
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credit, together with an ever-growing danger of bad debts 
and the “ freezing-up ”’ of a part of their assets. At the 
same time, their standing charges remained relatively 
fixed, while the burden of deposit charges, despite the 
lower allowances, tended to increase through transfers 
from current to time accounts. The Scottish banks, 
perhaps, have been more favourably—or less unfavour- 
ably—placed by reason of their smaller commitments in 
the troubled centres abroad; although, so far as foreign 
deposits are concerned, there appears to be less difference 
between the position of the Scottish and the English banks 
than is generally supposed. From figures published in 
the Macmillan Report—which disclosed for the first time 
details of the banks’ liabilities to foreign customers—it 
appeared that some 6 per cent. of the Scottish banks’ 
deposits were heldon foreign account, compared with about 
8 per cent. of those of the English banks. This difference, 
it seems, is hardly adequate to explain the remarkable 
stability of the earnings of the Scottish banks, as shown 
by their latest published accounts, at a time when the 
profits of the English banks declined markedly. With 
one exception only, where there was a fractional decline, 
each of the eight Scottish banks last year reported in- 
creased earnings. Those of the Royal Bank, indeed, rose 
quite sharply, owing to the increase in resources ; although 
the dividend accrued on the Williams Deacon’s shares was 
not brought into account. The aggregate figure for the 
eight banks rose from some {2,794,000 to £2,867,000, or 
by about 2-6 per cent., compared with a fall in the aggre- 
gate for all English banks of rather over 12 per cent. The 
dividends for the year were in all cases maintained at their 
customary levels. The interims for the current year have 
also been unchanged, although of the London clearing 
banks, all but four (one of these was Williams Deacon’s) 
have announced reductions. It would, perhaps, be 
unwise to assume from this that the results of the Scottish 
banks will be as good this year as last, for they have 
habitually ‘‘ ploughed back” into their businesses a 
larger proportion of their earnings than have the English 
banks, and thus could the better justify the maintenance 
of distributions in lean times. Last year, for example, 
the dividends paid by the eight Scottish banks absorbed 
only about 63-5 per cent. of their earnings, compared 
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with a proportion of about 81 per cent. paid out by all 
English banks. 

The latest available balance sheets, which were struck 
at dates varying from October 12, 1930, to April 2 last, 
made a strong showing, although they naturally reflected 
the effects of industrial and agricultural depression. 
Deposits further increased, the grand total amounting to 
£250-1 millions (of which £145-2 millions was held by the 
four independent banks), against £250-9 millions, and to 
this increase the Royal Bank, thanks largely to the 
acquisition of the Western Branch, contributed some 
£4 millions. There can be no doubt, however, that an 
important factor, even in the Royal Bank’s figures, has 
been the further development of the small deposits 
scheme which was brought into operation by the banks 
a few years ago. This movement for the extension of 
banking facilities even to the poorest classes, especially 
by such means as “‘ Home Safes,”’ is among the most im- 
portant of recent tendencies both in Scottish and English 
banking, and in the opinion of the Earl of Mar and Kellie, 
Governor of the Commercial Bank of Scotland, “it is no 
exaggeration to say that the small savings system, 
particularly in our provincial and rural areas, is proving 
of marked social service throughout Scotland.” One 
other point of interest, the proportion of current to 
deposit accounts, may well be noted here. This, of 
course, does not emerge from the balance sheets, but was 
recently revealed by the figures collected and published by 
the Macmillan Committee. These statistics showed that 
at March last—to take the most recent date—no less than 
62 per cent. of the deposits of six Scottish banks con- 
sisted of time deposits. In this respect there is thus a 
marked difference between Scottish and English banking 
organization, for at the same date the proportion of time 
deposits held by the London clearing banks was only 
47 per cent.—a difference which naturally gives an added 
stability to the Scottish banks. 

It is in the disposition of the banks’ assets that the 
effects of depression are most clearly discernible, for there 
was a marked swing of resources from advances to invest- 
ments, including Treasury Bills. The grand total of 
advances for the eight banks (including, in the case of the 
British Linen Bank, bills) declined from {132-5 to £124°5 
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millions, or by just over 6 per cent. There was thus a 
very steep fall in the ratio to deposits, which, excluding 
the figures for the British Linen Bank, amounted to only 
48-7 per cent., compared with 52-7 per cent. in the 
previous year. By far the lowest proportion—only 
44 per cent.—was recorded by the Union Bank, which 
has large connections in some of the more depressed 
industries, and whose total advances fell by 12-7 per cent. 
Some idea of the distribution of advances was again 
given by Lord Elphinstone at the meeting of the Bank of 
Scotland, the oldest of the Scottish banks; and, while 
the experience of this bank may not be general, it is of 
interest to note that loans to agriculturists rose slightly, 
and that the heaviest decline occurred in advances to 
merchants. The aggregate bill portfolio was fractionally 
smaller, but holdings of Treasuries, where shown 
separately, rose sharply. In contrast to this falling-off 
in the more profitable assets, there was an increase of no 
less than 14-8 per cent. in investments, which totalled 
£96 millions, and thus absorbed practically the whole of 
the rise in deposits. Owing to differences in balance- 
sheet practice, it is impossible to take a general view of 
the cash position; but the total of cash items (including 
balances in transit and call money) was, at £63-8 millions, 
the highest since 1923, and represented no less than 
25 per cent. of deposits, compared with 23-7 per cent. for 
all English banks. The ratio for the Commercial Bank— 
the second biggest of the Scottish banks, with, however, 
by far the largest number of branches—was as high as 
31 per cent., while the British Linen came second with 
28-4 per cent. 

From these various figures it will be evident that the 
Scottish banks have not escaped the major difficulties of 
the slump; but in meeting them, they have demon- 
strated, once again, the soundness of their traditional 
principles of conservative, yet successful, banking. Their 
system has been put to an extreme test: and while 
neither profits, nor dividends have so far been reduced 
their cash and liquid position is stronger than ever, and 
their resources have increased. 
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Future of the London Foreign 
Exchange Market 


By Paul Einzig 


HE fluctuations of sterling since the suspension of 
| the gold standard have resulted in a revival of the 
activity in the London foreign exchange market 
which, together with other foreign exchange centres, had 
been experiencing a comparatively quiet period during 
the last few years. Foreign exchange departments found 
it necessary to increase the number of dealers, and 
foreign exchange brokers, who had had a particularly 
lean time for some years, found themselves employed 
up to the limit of their capacity. Whatever was the 
effect of the suspension of the gold standard upon other 
branches of banking activity, there is no doubt that the 
immediate effect has been beneficial to the foreign 
exchange business of London banks. How long this will 
last is, of course, a very different question. 

In trying to answer this question, it is necessary to 
discriminate between the transition period during which 
sterling and a number of other currencies are likely to 
fluctuate within wide limits, and the period of stability 
that is bound to follow the transition period sooner or 
later. It seems probable that, during the period of wide 
exchange movements, the activity of all foreign exchange 
markets will remain abnormally high. At present, the 
volume of speculative transactions is comparatively 
small, but it appears probable that it will increase in the 
course of time. One of the reasons of the limited amount 
of speculation on exchange movements is the general 
lack of confidence. At present, the number of banks in 
any centre, whose name is readily taken for forward 
exchange transactions is very small, and these banks are 
very particular to execute orders only for first-class 
clients. With the gradual return of confidence, the 
volume of forward exchange operations is likely to in- 
crease. Again, everybody is reluctant to take a risk, 
and banks in particular consider it far more important 
to remain liquid than to make a profit, and so the free- 
dom of their dealers to keep an open position is severely 
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curtailed. The return of confidence will remedy this 
state of affairs, and even if the extent of exchange 
fluctuations becomes narrower the amount of speculative 
transactions will very likely increase. 

Another circumstance which tends to prevent at 
present the foreign exchange market from reaping the 
full benefit of the present activity is the restriction 
imposed upon foreign exchange operations in a number 
of countries. These restrictions are likely to be removed 
or relaxed when conditions become more normal, and 
even if they are maintained the number of those who 
discover their loopholes is likely to increase. Whether 
or not this is a good or a bad thing in the public interest 
is a very open question, but it will certainly bring fresh 
business to those engaged in the market. 

What we have said so far refers to every foreign 
exchange market ; let us now examine London’s particular 
position. Before the suspension of the gold standard, 
London was the best forward exchange market in the 
world. Consequently, the decline in the volume of 
forward exchange transactions has affected London to a 
greater extent than most other centres. If, in spite of 
this, the total volume of London’s exchange business 
increased, it is because the heavier turnover in spot 
exchange dealings has more than compensated the 
London market for the decline of its business in forward 
exchange. In actual fact, London has acquired more than 
her proportionate share in the increased volume of 
business in spot exchanges noticeable during the past 
six weeks. Before the suspension of the gold standard, 
London had a good market in spot dollars, Latin American 
and Far Eastern exchanges, but her market in Continental 
exchanges was comparatively narrow. This was due to 
the part she played as an international banking centre. 
While banks from every part of the world made it a rule 
to keep large balances in London, the amount of balances 
kept by British banks in foreign centres, other than New 
York, was comparatively small. To quote only one 
example, out of total reichsmark balances of foreign 
banks, amounting to some Rm. 800 millions, the share of 
British banks was only about Rm. 60 millions, or roughly 
the minimum required for normal business commitments. 
The balances held by British banks in French francs, 


K 








110 THE BANKER 





guilders, and other Continental currencies is also believed 
to have been very small. As a result, the market for 
sterling in Berlin, Paris, Amsterdam, and other Con- 
tinental centres was better than the market for reichs- 
marks, francs, guilders, and other European currencies 
in London. It was usually easier to get good quotations 
of these exchanges in the Continental centres than in 
London. 

As a result of the suspension of the gold standard, 
this situation has undergone a fundamental change. The 
sterling balances of foreign banks, which had already been 
reduced considerably by withdrawals during the last few 
months, were further reduced after the suspension. At 
the same time, there is reason to believe that British 
banks have begun to accumulate larger balances in 
foreign centres. This has become necessary in order to 
meet normal commercial requirements, as the volume of 
foreign trade which is now carried out in terms of cur- 
rencies other than sterling has increased. Sterling has 
temporarily ceased to be the universal means of payment, 
and the British banks, to cope with the requirements 
brought about by the change, have to increase their 
foreign balances available for that purpose. London has 
improved as a market for Continental spot exchanges, 
and the chances are that she will maintain the improve- 
ment until sterling is stabilized. 

As to the question whether the London foreign 
exchange market is likely to remain active after that has 
happened, this depends to a great extent upon the circum- 
stances in which sterling is stabilized. It depends upon 
how far London remains as the leading international 
banking centre, and upon how far sterling becomes once 
more the principal international currency. If so, then 
the London foreign exchange market will have to pay the 
price in the form of a decline of its activity, but even so 
the chances are that the volume of foreign exchange 
business of the London market will remain above the 
level to which it declined during the years 1925-31. 
For, after the experience of the last few weeks, it is highly 
probable that commercial firms will avail themselves to 
an increasing extent of the facilities of the forward 
exchange market for covering their exchange risk. Thanks 
to its excellent technical organization, the London market 
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has every chance of attracting a large proportion of this 
forward exchange business. Should London, on the other 
hand, fail to restore its old position as the world’s banker, 
she would receive some slight compensation in the form 
of a permanent increase in the volume of her foreign 
exchange activity. 


Matters of Law 


Further Notes upon Recent Cases 


OLLOWING our commentary on cases to be found 
bi the current reports of law cases on the eve of the 
Vacation (this issue goes to press before the Law 
Courts are again in full career), it is necessary to note that 
the case of Calico Printers Associated, Ltd. v. Barclays Bank, 
Lid., has gone a stage further in its career. Mr. Justice 
Wright’s decision in favour of the defendant bank was 
duly treated of in our issue for April last (Vol. xviii— 
No. 63). In the Reports of Commercial Cases now 
appears a report of this case as carried to the Court of 
Appeal, where the judge below was upheld. In the course 
of the judgments the legal position of a bank in such a 
case was made very plain and justified the form of con- 
tract employed by Barclays and other banks so far as 
regards the exception of liability for any storage or 
insurance of goods the price of which the bank under- 
takes to collect as against the documents. So varied 
are the forms of special contract whereby banks undertake 
business as to collection of moneys due for exported goods 
that it is well to observe that each case has to be decided 
on its own facts. 
The case now under notice raised in a particular form 
a general doctrine applying to words of exception of risks 
inserted in contracts. The Calico Printers’ Association 
had employed Barclays Bank to collect at Beyrout in 
Syria the purchase price of goods to be delivered there. 
The instructions given in a form supplied by the bank 
were subject to an express condition in these terms: 
(a) “‘ Collections are undertaken at depositor’s risk only, 
on the understanding that no liability whatever attaches 
K 2 
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to the bank in connection therewith or with the storage 
and insurance of the relative goods.” But there was 
another clause (b) as follows: “‘ If goods are not taken 
up please do your best on our behalf to warehouse and 
insure them against fire.’”’ The real question discussed 
was how far (6) was a firm contractual obligation that 
ousted the effect of (a)? Did the exception (a) apply, on 
the facts in the case, to protect the bank from lability 
from any obligation to warehouse and insure the goods? 
Or was (0b) so firm a part of contractual obligation as to 
render the bank liable for loss of the goods which were 
destroyed in the Customs House at Beyrout before they 
were taken therefrom. This raised the old question of the 
presence in a contract of a clear exception of risks, com- 
bined with a promise to do one’s best in certain circum- 
stances. Barclays had undertaken to take charge of the 
documents, i.e. bills of exchange and bills of lading, and 
to exchange them for the price of the goods. They 
employed a local bank at Beyrout, the Anglo-Palestine 
Company, to collect the money with the instructions: 
‘‘ Surrender documents on payment. If refused, ware- 
house and insure goods.’’ On arrival of the goods at 
Beyrout the Anglo-Palestine Company acted in accord- 
ance with the local practice and omitted to present the 
documents at once in reliance on the purchaser signing 
a slip admitting liability. Hence the goods themselves 
were left in the Customs House waiting the convenience 
of the purchaser to pay for them and take them away. 
And as the documents had not been refused the Anglo- 
Palestine Company did not insure the goods or ware- 
house them, and they were destroyed by fire whilst in the 
Customs House. 

In these circumstances the Court of Appeal agreed 
with Mr. Justice Wright that the bank was protected 
from any liability by clause (a) set out above, and did not 
accept the argument for the plaintiffs that there was a 
contractual duty to do their best to warehouse and insure, 
and that therefore any failure to do this was not covered 
by the clause excepting from liability which must be 
treated as repugnant. Lord Justice Scrutton put it thus: 
“To accept goods on the terms ‘ Please do your best on 
my behalf to warehouse and insure’ is not an absolute 
obligation ; it is an obligation, if accepted, to use due 
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care. That being the obligation, if there were no exemp- 
tion clause, the contract proceeds, ‘ I ask you to do it in 
the terms of the memorandum at the end,’ which terms 
are: ‘On the understanding that no liability whatever 
attaches to the bank in connection therewith, or with the 
storage and insurance of the relative goods.’ It seems 
quite clear that interpreting that document as a whole, 
the bank is under no liability in respect of storage or 
insurance.” 

Both Lords Justices Scrutton and Greer seemed to 
think there might have been some negligence in failing 
to insure in the circumstances as the goods had not, in 
fact, been cleared—owing to local custom of acceptance 
and giving time for clearance—or else negligence in not 
advising as to the position that had arisen owing to the 
fact of no immediate acceptance of the goods in the 
sense of actual payment and surrender of documents. 
But they both agreed that clause (a) above cited exempted 
the bank from any liability. That exception clause was 
definite and unambiguous and was effective as against 
the mere instruction ‘‘ to do their best’ in certain cir- 
cumstances which could only mean a possible negligence 
which was relieved against by the express terms of the 
exemption clause. The case illustrates: (1) the advis- 
ability of an unambiguous exemption clause; (2) the 
absence in the contract of any definite contractual clause 
repugnant to the exemption. In the absence of (2), (1) 
holds the field. 

A case from Scotland next claims attention, inasmuch 
as its facts illustrate the necessity of precision in arrang- 
ing for the responsibility for accounts of an agency 
character. We refer to the case of Royal Bank of Scot- 
land v. Skinner, reported in the “‘ Scots Law Times ”’ 
Court of Session reports. The Royal Bank of Scotland 
sued a solicitor, Mr. J. M. Skinner, for payment of an 
overdraft which was headed in the bank’s books (including 
the pass books), “ J. M. Skinner for Mrs. Duncan 
Cameron.” The bank claimed that Mr. Skinner was 
personally liable and that it was in reality his account, 
whereas Mr. Skinner contended that he was merely an 
agent for Mrs. Duncan Cameron and that she having 
put her affairs into an arrangement, the trustees of her 
estate were the interested parties and hers was the 
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liability on the account. In order to appreciate the posi- 
tion, obviously a statement of the relevant facts is neces- 
sary. In November 1923, Duncan Cameron, a draper, 
died, and his widow surviving him carried on the business 
thereafter as executrix on behalf of herself and family. 
A manager was installed to actually conduct the business, 
and Mr. Skinner, as the solicitor employed by Mrs. 
Cameron, had an interview with the sub-agent of the 
bank (a Mr. Jacks) with a view to arranging a system of 
banking suitable under the managership. Mr. Cameron 
had himself banked with the bank, and both the bank 
and, of course, Mr. Skinner, were aware of the position 
of the widow and her arrangement for carrying on the 
business. Mr. Skinner and Mr. Jacks, on behalf of the 
bank, met on December 5, 1923, when an account was 
opened headed as above stated, “ J. M. Skinner for Mrs. 
Duncan Cameron,” and a special arrangement was 
made about the pass book. Instead of the usual single 
pass book, two were to be issued and kept, a principal 
pass book containing all payments into and out of the 
account (i.e. the usual pass book), and this was to be in 
the custody of Mr. Skinner, the widow’s solicitor. The 
second pass book was for the use of the manager, in 
which were to be entered the shop drawing paid in, but 
not the drafts upon them. 

The business and the account ran for about five 
years—up to November 1928—for the first three years 
the account remaining in credit. But for the last two 
years—from about July 1926—the account gradually 
fell into debit and became overdrawn. Apparently the 
overdraft was not of a serious amount and did not trouble 
the bank having regard to the amount of the turnover, 
and nothing was said by the bank either to Skinner or his 
client about it. No question was raised as to who was 
responsible for such overdraft until Mrs. Cameron’s 
affairs, going from bad to worse, were put into the hands 
of a firm of accountants in October 1928, upon whose 
advice she created a trust for the benefit of her creditors. 
Then for the first time, when the trustees asked for 
information as to the overdraft on the account, the bank 
(November 23, 1928) refused such information, even as 
to the extent of the overdraft on the ground that they 
held their customer to be not Mrs. Cameron, but Mr. 








MATTERS OF LAW 115 








Skinner himself. On the next day the bank took up the 
same position with Mr. Skinner in a letter saying: 
“In view of the fact that the account was in your name 
and that so far as we are concerned you are our customer, 
we declined to give any information. . . You will no 
doubt deal with the matter yourself.”” Mr. Skinner did 
not at once deal with the matter, and during the month 
afterwards the bank was acting upon the trustees’ 
instructions with regard to the pass books incident to the 
account and were receiving creditors’ circulars, but 
apparently without intending to give up their position 
that Mr. Skinner was their actual customer responsible 
for the overdraft. For on December 20, 1928, they wrote 
to Mr. Skinner asking “ whether it will now be convenient 
for you to pay off this overdraft.’ Thereupon Mr. 
Skinner replied: “I cannot understand how the bank 
can hold me responsible for the account, which was for 
Mrs. Duncan Cameron, and throughout the client was 
disclosed.”” The bank agent retorted as follows: “I 
have fully discussed the matter with Mr. Jacks (the sub- 
agent who had interviewed Mr. Skinner on the opening 
of the account), who is entirely definite that the account 
was wholly yours, entirely under your control, and so far 
as the bank was concerned the person looked to as the 
person to keep the bank right was yourself. . . . So far 
as the bank was concerned the account was merely an 
instance of a practice which is familiar both to bankers 
and solicitors, whereby for his own convenience, a 
solicitor opens an account, adding to his own name the 
name of his client. It is, of course, quite true that the 
name of your client was disclosed. This also is a daily 
occurrence, but it is an accepted rule of banking law that 
the solicitor is responsible for the account.”’ 

For some reason or other the bank did not commence 
an action against Mr. Skinner for the overdraft and 
interest until August 1930, and not till early in 1931 was 
it tried, when, as a result, the bank lost the action. In 
the hearing of the action counsel for the bank attempted 
to prove that there is a well-known custom to the effect 
stated in the bank’s letter that when a solicitor opens an 
account adding his client’s name he is personally respon- 
sible for the account. The Lord Ordinary held that such 
custom was not supported by any averment of universal 
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practice, and on the whole of the facts held that the 
account was Mrs. Cameron’s, the solicitor merely acting 
as her agent and that he was not personally liable for 
overdraft or interest. 

But for the wealth of legal research indulged in by the 
Lord Ordinary one would have thought this rather a 
simple case in which, apparently, he came to a right 
conclusion. The custom alleged by the bank appears 
to be no more than a recognition of the fact that many 
solicitors open specific accounts at their banks “ ear- 
marked ” to particular clients. The customer in each 
case is the solicitor himself; but for convenience he treats 
some particular clients—especially estates he is employed 
to administer—as distinct accounts. But that cannot 
mean that a solicitor—any more than one who is not a 
solicitor—is debarred from opening an account as a mere 
agent for someone else. As a general rule a solicitor who 
appears on the books as a customer and follows the 
description by “ earmarking’”’ the account, is none the 
less the customer of the bank. But in the case under 
notice the bank knew the exact circumstances of the 
account, and it was a matter of proper inference whether 
the widow-executrix was not the real customer, the 
solicitor merely being agent and solicitor and lending 
his name in that capacity—namely, as agent and no 
more. When the account came into debit, was the bank, 
without some specific agreement with the agent, entitled 
to charge him with any amounts overdrawn? Thus the 
Lord Ordinary addressed himself to the proper questions : 
What was the contract? Was the solicitor merely 
acting as agent and no more? 

At the end of his judgment Lord Mackay not only 
said that the bank had failed to satisfy the onus upon them 
of establishing personal liability of the solicitor, Mr. 
Skinner, but he thought it “ fair to go further.”” In doing 
so Lord Mackay said that in his opinion, “ as a jury,” Mr. 
Skinner had satisfied him that in the important interview 
of December 5 he made the facts sufficiently clear to 
Mr. Jack’s apprehension, “so that he (Mr. Jacks) could 
not reasonably think Mr. Skinner acted as other than an 
agent acting for a widow-executrix who was going to run 
a business, itself well-known to the banker, and the 
account as part of that business.’”” Lord Mackay thought 
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that Mr. Jacks and the bank laboured under a mistake 
“that the title or heading of an account per se ruled the 
matter, and that there was some law or practice to the 
effect that an account headed ‘ B for X ’ had the signifi- 
cance that B was responsible personally as the customer.”’ 





British Banking Inquiries 
By R. D. Richards, Ph.D. 


III.—THE BANK CHARTER INQUIRY OF 1832 AND THE 
Jorint Stock Banks INQUIRY OF 1836-38.* 


Y 1832, as we have seen, the Bank’s directorate 
Bue come round to the view emphasized in 1810 

by the Bullion Committee that due regard ought 
to be paid to the state of the foreign exchanges when 
regulating the note issues. As, however, it was the 
public and not the Bank that exported bullion when the 
exchanges were unfavourable, it became the professed 
policy of the directors to concentrate on the steadiness 
of their securities, which were chiefly Exchequer bills 
and mercantile bills of exchange, and to allow the “ action 
of the public’ to be responsible for fluctuations in note 
issues. ‘‘ The Bank,’’ the Governor explained during 
the inquiry of 1832, “is very desirous not to exercise any 
power, but to leave the public to use the power which 
they possess of returning bank paper for bullion.”’ 

But for at least a decade before the inquiry of 1832 
the Bank had made a practice of increasing its discounts, 
even at the risk of not maintaining the steadiness of its 
securities. Thus, during the financial panic of 1825, 
when its reserve, which stood at {13,500,000 in January 
1824, dropped to £1,260,890, it continued to discount 
freely, and by so doing undoubtedly prevented another 
suspension of cash payments. 

These changes in the methods of Threadneedle 
Street were accompanied by important developments in 
the English banking system. The “ Act for the better 
regulating Co-partnerships of certain Bankers in Eng- 
land” (7 Geo. IV, c. 46) of 1826, had partially broken 
down the Bank’s monopoly of joint-stock banking by 
allowing unlimited ‘ co-partnerships of bankers” with 

* Previous Articles in this series appeared in June and July. 
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note-issuing powers to be established outside a radius 
of sixty-five miles from London, a radius which George 
Carr Glynn, head of Glynn, Mills, Hallifax & Co., wished 
to reduce to twenty-five. Vincent Stuckey immediately 
took advantage of this Act and converted his famous 
private West Country bank into a joint-stock company 
of thirty-five partners. Big new joint-stock banks made 
their appearance in other parts of the country, and 
among the earliest were the Bradford Banking Company, 
with 173 partners, the Huddersfield Banking Company 
with 335, the Lancaster Banking Company with 127, the 
Norfolk and Norwich Banking Company with 125, and 
the powerful Bank of Manchester with nearly 600, which 
was soon to be followed by the still more powerful Man- 
chester and Liverpool District Bank with 1,054. Within 
seven years forty joint-stock banks were set up outside 
the sixty-five miles radius. 

Furthermore, this particular Act had allowed the 
Bank of England to establish provincial branches, 
‘‘agents to carry on the trade and business of banking 
for, and on behalf of, the Governor and Company at any 
place or places in England.” Three such agencies were 
immediately opened at Gloucester, Swansea, and Bir- 
mingham, and eight more—Liverpool, Bristol, Leeds, 
Exeter, Newcastle, Hull, Manchester, and Norwich— 
followed during the next five years. Another Act of 
1826 (7 Geo. IV, c. 6) had abolished ‘ small ’”’ notes in 
England and made £5 once more the minimum, but the 
proposal to apply this Act to Scotland aroused so much 
opposition north of the Tweed that the Government 
appointed two Select Committees—Lords and Commons 
—tfor the purpose of “ inquiring into the state of the 
Circulation in Promissory Notes under the value of Five 
Pounds in Scotland and Ireland.’”’ These Committees 
were not in favour of the abolition of the Scottish and 
Irish notes under £5, and as a result of their recommen- 
dations the Small Notes Act of 1826 was not applied to 
Scotland and Ireland. 

Thus, in 1832, there were many important banking 
matters needing careful investigation—the operations 
of the English banks of issue, particularly those of the 
new joint-stock banks established outside the sixty-five 
miles radius, the relations of the Bank’s recently estab- 
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lished branches with the country banks, and, as the 
charter was due to be renewed in 1833, the affairs of 
the Bank, especially its transactions with the other banks, 
the variations in its reserve, its note issues, its dividends, 
its securities, its advances to the State, and the various 
Acts of Parliament on which its privileges were based. 
It is therefore not surprising to find that the ‘‘ Committee 
of Secrecy’ set up by the House of Commons in 1832 
“ to inquire into the expediency of renewing the Charter of 
the Bank of England and into the system on which 
Banks of Issue in England and Wales were conducted,” 
was concerned with such a large number of topics, and 
presented such voluminous Minutes of Evidence. 

The Secret Committee of 1832 was appointed on 
May 22. The Chancellor of the Exchequer (Viscount 
Althorp, afterwards Earl Spencer) acted as chairman, 
and among the thirty-two members were Sir Robert 
Peel, Lord John Russell, Sir James Graham, Sir Henry 
Parnell, Sir John Newport, the vice-President of the 
Board of Trade (Poulett Thomson, afterwards Baron 
Sydenham), and Henry Goulburn, who had been Chan- 
cellor of the Exchequer under Wellington. Twenty-one 
witnesses were examined, and these included some of 
the most important banking experts of the day, such as 
the Governor of the Bank of England (J. H. Palmer) and 
G. W. Norman, William Ward, Jeremiah Harman, and 
J. B. Richards of the directorate, George Carr Glynn, 
Samuel Jones Loyd (afterwards Baron Overstone) of 
Jones, Loyd & Co., a well-known London banking house, 
Nathan M. Rothschild, Thomas Attwood, an observant 
Birmingham banker, and John Parry Wilkins, the able 
head of Wilkins & Co., the powerful Welsh banking house 
of Brecon and Merthyr. 

Considering the remarkable personnel of the Com- 
mittee, the oustanding position of the witnesses in 
finance and trade, and the vast amount of authoritative 
evidence collected, the Report, which was presented to 
the House on August 11, 1832, is a surprisingly brief 
and unsatisfying document. It consists of only two 
pages, and at the outset enunciates the three “ principal 
points’ to which attention was directed. These are :— 


First—Whether the Paper Circulation of the Metropolis 
should be confined, as at present, to the Issues of one Bank, and 








120 THE BANKER 


that a Commercial Company, or whether a competition of different 
Banks of Issue, each consisting of an unlimited number of part- 
ners, should be permitted. 

Secondly—If it should be deemed expedient that the Paper 
Circulation of the Metropolis should be confined, as at present, to 
the Issues of one Bank, how far the whole of the exclusive privi- 
leges possessed by the Bank of England are necessary to effect 
this object. 

Thirdly—What checks can be provided to secure for the 
Public a proper management of Banks of Issue, and especially 
whether it would be expedient and safe to compel them periodic- 
ally to publish their Accounts. 


But though a large number of the questions and 
answers deal with these important topics the Committee 
was unable to make a single recommendation. The 
House was referred on “ all these and on some collateral 
points to the Minutes of Evidence.” The Report con- 
cludes with the following optimistic reference to the 
position of the Bank of England :— 


Of the ample means of the Bank of England to meet all its 
engagements, and of the high credit which it has always possessed, 
and which it continues to deserve, no man who reads the evidence 
taken before this Committee can for a moment doubt; for it 
appears that,in addition to the surplus Rest in the hands of the 
Bank, itself amounting to {£2,880,000, the Capital on which 
Interest is paid to the Proprietors, and for which the State is 
debtor to the Bank, amounts to £14,553,000, making no less a 
sum than £17,433,000 over and above all its liabilities. 


The Minutes of Evidence (5,978 questions and 
answers), and the 102 Appendices contain a great deal 
of interesting and valuable information appertaining to 
the development of banking technique. Palmer and 
Norman explained in detail the management and privi- 
leges of the Bank, and the general nature of the securities 
upon which advances were made. They emphasized the 
fact that the Bank was an institution quite different 
from the other banks of the day, a kind of central bank— 
though this term is not mentioned—managed “ by 
legislative checks and by the custom of consulting His 
Majesty’s Government.” Loyd and Rothschild praised 
the Bank’s management and stressed the importance 
of maintaining its privileges. “I like,” said Rothschild, 
‘the Bank of England to be the head Bank, and to have 
all the specie under their care, and to have all the issues 
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under their care, and to be as liberal of money as they 
can.” 

The evidence of the provincial witnesses contains 
a mass of remarkable information relating to the opera- 
tions of the country bankers. Stuckey told the Com- 
mittee how his flourishing West Country bank, which 
now had agencies in fourteen towns managed by “ active 
cashiers,’ gave “ great facilities’ for the collection of 
taxes and rents, how they regulated their note issues, 
and how they remitted money to London. Wilkins 
described how his banks at Brecon and Merthyr financed 
the agriculturists and manufacturers of South Wales, 
particularly the Welsh cattle drovers, in their most 
prosperous days. He thought the newly-established 
Bank of England branches a particularly useful innova- 
tion, for he now kept less reserve, because at twelve 
hours’ notice he could obtain ‘‘ any sum he required ” 
from the nearest branch at Swansea. Attwood con- 
sidered ‘‘ the whole system of joint-stock banks erroneous 
and dangerous,” and the country bank notes “‘ a most 
valuable part of the circulation,”” because ‘‘ the country 
bankers acted directly upon the channels of industry, 
and their small note circulation was all employed in 
absolute bona fide feeding and clothing of the population.” 
Three directors of the Bank of Manchester gave much 
detailed information about the banking practices of 
their company. They did not issue their own paper 
money, but pinned their faith to Bank of England notes, 
which, as a result, became extremely popular in Lan- 
cashire. They did, however, issue “ drafts upon their 
agents in London,”’ which were circulated “‘ at different 
dates up to three months.” 

The 102 Appendices attached to the 1832 Report 
contain an embarrassing wealth of material relating 
not only to the transactions of the Bank of England, 
but also to those of the country banks. Some particu- 
larly interesting information is given, for example, in 
Appendix No. 11, which deals with the expenses incurred 
during 1831 in circulating Bank of England notes and 
post bills. The average weekly circulation of these notes 
during this particular year was about {18,000,000 and 
post bills about £1,500,000, while the cost of circulation 
amounted to {106,092, a total which includes the 
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‘““expenses attending the circulation of £2,500,000 of 
Branch Bank of England notes at eleven Branch Banks.”’ 
There are some curious items of expenditure in this ac- 
count. Thus we find that printers’ and engravers’ charges 
amounted to £5,163, the inspectors’ and investigators’ 
to £5,782, and the pencutter’s to £142, that the paper 
on which the Bank notes were printed cost £4,866, 
candles and oil £130, refreshments for soldiers £224, and 
clothes for porters £327, while solicitor’s bills came to 
£1,246. 

The Secret Committee of 1832, as we have seen, did 
not make any definite recommendations with reference 
to banking organization, methods or policy. The Govern- 
ment had therefore no Report to rely on in the discussion 
which led up to the passing of the Bank Act of 1833 
(3 & 4 Wm. IV, c. 98)—the “ Act for giving to the Cor- 
poration of the Governor and Company of the Bank of 
England certain privileges, for a limited period, under 
certain conditions.”’ This outstanding legislative measure 
came into operation on August 29, 1833. It renewed 
the Bank’s charter, made bank notes legal tender except 
at the Bank and its branches, and allowed non-issuing 
joint-stock banking companies to be established within 
the sixty-five miles radius. Between 1833 and 1840, five 
big joint-stock banks—the London and Westminster, 
the London Joint Stock, the London and County, the 
Commercial, and the Union of London—were set up in 
the Metropolitan area. 

But the Government soon became anxious about 
the working of the joint-stock system, and three years 
after the Act of 1833 became law, appointed a Secret 
Committee “ to inquire into the operation of the Act of 
7 Geo. IV, c. 46, permitting the establishment of Joint- 
Stock Banks under certain Restrictions, and whether it 
be expedient to make any Alteration in the Provisions 
of that Act.’’ This remarkably conscientious Committee 
conducted its inquiry under the chairmanship of Thomas 
Spring Rice, the Chancellor of the Exchequer, and 
among its fifteen members were Sir Robert Peel, Sir 
James Graham, Poulett Thomson, and Henry Goulburn, 
who, as members of the 1832 Committee, had acquired 
a wide knowledge of British banking organization and 
policy. The Committee was reappointed in 1837 and 
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again in 1838. It therefore issued three Reports, three 
separate Minutes of Evidence, and three separate sets of 
Appendices. The Minutes of Evidence are easily a record. 
They constitute the biggest mass of material relating to 
British banking development ever presented for the 
consideration of the House of Commons. The evidence 
attached to the first Report contains 2,940 questions, 
that to the second Report 4,571, and that to the third 
Report 1,716, while the total number of Appendices 
is 264. 

This exhaustive inquiry was commenced on March 10, 
1836, and completed on July 25, 1838. Forty-one 
witnesses were examined, and among them were the 
Governor of the Bank of England (T. A. Curtis), the 
Governor of the Bank of Ireland (Thomas Wilson), 
Vincent Stuckey, Paul Moon James, the well-known 
manager of the Birmingham Banking Company, and 
that great banking authority J. W. Gilbart, the general 
manager of the newly-established London and West- 
minster Bank. 

The first Report was presented on August 20, 1836. 
It draws attention to the rapid extension of joint-stock 
banks “in all directions,’ the “‘ increased number of 
branches and agencies spreading throughout England ”’ 
and “the principle of competition ’’ which existed, 
analyses the “‘ deeds of settlement ’’ of many of the 
recently-opened banks, and presents for “‘ the serious 
consideration’ of Parliament fourteen suggestions for 
strengthening the law relating to joint-stock banking. 

But though a few changes were made in the law a 
little later, it was not until 1844 that the system as a 
whole was first dealt with under the “ Act to regulate 
Joint-Stock Banks in England” (7 & 8 Vict. c. 113), 
which incorporated among its forty-eight sections several 
of the suggestions made in the 1836 Report. Banking 
companies were now to be deemed trading companies 
with a minimum capital of £100,000, unless established 
before May 6, 1844; they had to carry on their trans- 
actions under Letters Patent; and their deeds of settle- 
ment had to be of a standardized form approved by the 
Committee of the Privy Council for Trade and Planta- 
tions. No company could commence business until all 
the shares were subscribed for and half the amount of 
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capital had been paid up, a statement of assets and 
liabilities had to be published once a month, there was 
to be a yearly audit of accounts by two auditors appointed 
by the shareholders at a general meeting, and the 
company was not allowed to purchase shares or make 
advances on the security of the company’s own shares. 
The second Report, dated July 15, 1837, simply 
submits the second instalment of evidence to the House. 
The third Report, dated July 25, 1838, is also a brief 
document. It urges the amendment of the law with 
respect to the system of joint-stock banking, and “ re- 
commends to the serious attention of the House”’ the 
following “‘ three very important questions ” :— 

1. The country branches of the Bank of England, their 
system of government and the principles on which they are 
conducted. 

2. The system of advances at 3 per cent. from the Bank of 
England to banks undertaking to circulate Bank of England 
paper in place of the paper of joint stock and private banks. 

3. The question of the Bank of Ireland, the exclusive privi- 
leges of that corporation, and the inexpediency of those privileges 
being continued. 


Banking Appointments and 
Retirements 


The National Bank 


Mr. James Dwyer, of Hyde Park House, Montenotte, 
Cork, has been co-opted to a seat upon the Board. 


The National Bank of Scotland 


Mr. James Moir has been appointed Manager of the 
new West End Branch opened on October 1. Mr. Moir 
is 44 years of age, and was educated at Kirkcaldy High 
School. He obtained his first appointment in the bank 
at Burntisland in 1903, since when he has held various 
positions at Head Office, in Glasgow, and more recently 
in London; he has been a member of the Scottish Institute 
of Bankers since 1908. He served in the war in the 
7th Black Watch, and his chief recreation is golf. 
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National Provincial Bank. 


Mr. W. G. W. Griffiths has been appointed Manager 
at Chichester. He was born in 1892, and educated at 
Grove Park, Wrexham. He held his first appointment in 
the bank at Tunbridge Wells in 1923, where he was first 
cashier and afterwards accountant, and it is this position 
he is relinquishing to take up his duties at Chichester. 
He became a certificated Associate of the Institute of 
Bankers in 1925. He served in Egypt and Palestine as a 
captain in the Royal Welch Fusiliers from 1915-20. 


Williams Deacon’s Bank. 


Owing to the death of Mr. Arthur James Lord, 
Manager at Bakewell, after 35 years’ service in the bank, 
the following appointments have been made :— 

Mr. John Broadbent has been appointed Manager at 
Bakewell; Mr. Harry Knight has taken his place at 
Ashton-under-Lyne; and Mr. H. C. Hughes has been 
appointed Manager of Gorse Hill, Stretford, in place of 
Mr. Knight. 

Mr. Broadbent, born in 1883, was educated at Man- 
chester, and has been on the staff of the bank since 1899, 
holding various positions at different branches, until he 
was appointed Manager at Ashton-under-Lyne in 1920. 
He served in France for the last three years of the war 
in the 9th Manchester Regiment, and was wounded in 
1917. His recreations are cricket and golf. 

Mr. Knight was born in 1887, and educated at Man- 
chester Grammar School. He originally entered the bank 
in 1903, passing Part I of the Institute of Bankers in 
1905. Hesubsequently held various positions on the staff 
until in 1927 he was appointed Manager at Gorse Hill, 
Stretford, which position he leaves to become Manager 
at Ashton-under-Lyne. During the war he served three 
years in the Artists Rifles O.T.C. at home, and subse- 
quently fourteen months’ active service in the Royal 
Field Artillery. His recreations are golf and photo- 
graphy. 

Mr. Hughes was born in 1899, and educated at Dart- 
ford Grammar School, Kent. He first entered the service 
of the bank in 1915, and after holding various appoint- 
ments became Manager at Heaton Park, Manchester. 

L 
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He now takes Mr. Knight’s place as Manager at Stretford. 
He passed Part II of the Institute of Bankers’ examina- 
tion in 1924. During the war he served two years with 
infantry and machine-guns. 


The Yorkshire Penny Bank. 


Mr. C. E. Stevens, Manager of the North Parade 
Branch, Bradford, recently retired on pension. Before 
commencing his banking career, Mr. Stevens was engaged 
for some years in the teaching profession in London and 
Leeds. He entered the service of the bank thirty-eight 
years ago, and six years later was appointed Manager of 
the West Hartlepool Branch. He remained in that town 
for twenty years and was actively associated with many 
local organizations. He was transferred to Bradford 
soon after the war, first as Manager of the Manchester 
Road Branch, and later as Manager of North Parade 
Branch. He is a Vice-President of the Bradford Centre 
of the Institute of Bankers, and was chairman of the 
Centre for the year 1926-27. 

The Managership of the North Parade Branch has 
been filled by Mr. J. P. Biggin, formerly Manager of the 
Oldham Branch. Mr. Biggin entered the service of the 
bank in Sheffield some thirty years ago. He was sub- 
sequently Manager of Ripon Branch for several years, 
and was appointed Manager of Oldham Branch in rg19. 
Mr. Biggin has always taken a keen interest in the tech- 
nical side of his profession, and for several years was the 
Senior Lecturer in Accountancy and Banking to the 
Sheffield Education Committee. He was also a member 
of the first committee of the local Centre of the Institute 
of Bankers in Sheffield. He is a Fellow of the Chartered 
Institute of Secretaries. At Oldham Mr. Biggin has been 
actively associated with the Y.M.C.A. movement. He 
continued his interest in educational matters there, and 
immediately prior to his leaving Oldham he was invited 
to serve on a committee appointed by the Chamber of 
Commerce to advise the Education Committee on Tech- 
nical Education. 

Mr. H. B. Milner, formerly Assistant Manager of the 
Leeds Branch, has been appointed Manager at Oldham. 
Before coming to Leeds, Mr. Milner was employed at 
various branches of the bank in Bradford. During the 
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war he was engaged in the “‘ Special Service ’’ Department 
of the Navy. Mr. Milner’s outside interests include golf 
and bowls. 


Paris and the Sterling Crisis 
A French View on Stabilization Prospects 


S France is one of the few countries which seems to 
Ar weathering the world crisis without excessive 
repercussions, it is not without interest to give an 
account of the situation of the Paris market, and its 
powers of resistance. For it is towards Paris that all 
eyes are now directed in hope of assistance and of economic 
recovery. 

Since the stabilization of the franc, the French money 
market has been characterized by an increasing abund- 
ance of liquid resources, and it is at present, for well-known 
reasons, the market with the largest liquid funds available. 
In the course of the last few months, and especially during 
the summer, the plethora of funds in Paris was the salient 
feature of that troubled period; all the time, it was easier 
to find lenders than borrowers, that is to say, first-rate 
borrowers. 

The trend of interest rates did not, however, indicate 
any cheapening of money. In fact, money rates in the 
open market tended to rise rather than decline, as is 
shown by the following table : 

End of June, End of Sept., 








1931 1931 
% % 
Market rate for fine bank bills .. a Its 1} 
Day-to-day money ‘ I I 


Loans against “‘ Bons de la Defense,” 
I month .. wid os +“ ‘s I 1? 


Ditto, 3 months wi 4 I} 

Rate for Stock Exchange loans : 
To official market oa ei i 3 $ 
To unofficial market .. “% os 44 4t 


The representative rates of the French money market 
are those on fine bank bills, and on loans on Bons de la 
L2 
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Defense Nationale. Between the end of June and the 
end of September, the latter rose from I to 1? per cent. 
for one month and from 1} to 2 per cent. for three months. 
The same was the case with the market discount rate, 
which rose from 1; to I$ per cent. Although the 
increase was not substantial, it was none the less note- 
worthy, as during the same period rates declined in 
several other markets, especially in New York. The rise 
of the market rate of discount should not be regarded, 
however, as an indication of tighter money, for from 
June to September, as was said above, the French 
market remained well supplied with funds, and the 
volume of liquid resources showed an increasing trend. 
This was also indicated by the returns of the Bank of 
France. On June 26, the amount of the note circulation 
and private deposits—which do not include official 
balances and deposits of the Caisse d’Amortissement, 
which are not available for market requirements—was 
91,527 million francs. On September 25, the same items 
amounted to 96,208 millions, or an increase of 4,681 
millions. As during that period the requirements of the 
market have declined rather than increased, the rise of 
market discount rate appears at first sight to be inex- 
plicable. Its real explanation lies in the policy pursued 
by the leading banks, which have always been opposed 
to the decline of interest rates, as it was against their 
own advantage. To that end they have agreed to limit 
the amount of money offered in the market, and to 
maintain the market rate of discount at a rate slightly 
above its natural level. 

The weekly returns of the Bank of France during 
July and August show that the increase of market 
resources consisted mainly of an increase of the volume 
of private deposits. This is indicated by the following 
figures : 

June 26 Sept. 25 Increase 
(Millions of francs) 


Note issue .. wi nia aa -- 76,927 78,173 1,246 
Private deposits and current accounts .. 14,600 18,035 3,435 


As the private deposits and current accounts with the 
Bank of France consist mainly of the reserves of banks, 
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it appears that the latter have kept a great part of their 
funds unemployed; the recent increase in their resources 
has thus not been allowed to benefit the money market. 
Considering that this hoarding coincided with the im- 
mobilization of part of the assets of the banks in 
consequence of the German crisis, it is possible to explain 
the slight increase in discount rates. The banks which 
were affected by the German moratorium increased their 
liquidity by reducing their loans to the market. 

In keeping their funds idle, the leading banks pursued 
two ends. In the first place, as we said above, they 
sought to raise the discount rate so as to increase their 
margin of profits. At present, this margin is barely 
sufficient to cover their overhead charges. As they could 
not further reduce deposit rates which had already 
declined to a negligible figure, their sole alternative was 
to seek to obtain an increase of discount rates. In the 
second place, the leading banks considered it desirable to 
increase their liquidity. The crisis was beginning to 
produce its effects in France. There are now indications 
of a slow, but persistent, decline of business activity, and 
the coming winter is likely to be an anxious period. 
Many enterprises are expected to get into difficulties, and 
adverse rumours as to some of them are already in 
circulation. Bank loans which at present are considered 
liquid may soon become frozen assets, and it is even 
possible that the banks will have to increase their loans 
to their debtors, so as to enable them to survive the 
crisis. It is to be able to meet these requirements that 
the leading Paris banks have had to increase their cash 
supplies. With their well-known conservatism, they are 
preparing themselves for the worst. 

Moreover, the banks are concerned with the possible 
repercussion upon the public of the difficulties of houses 
which at present enjoy general confidence. The leading 
banks, which hold the major part of deposits, are quite 
sound, and their balance sheets indicate a high degree of 
liquidity. Among the secondary banks, the Banque 
Nationale de Credit was recently in difficulties, and its 
suspension could only be avoided through the inter- 
vention of other banks and the Government; and even 
this intervention has not altogether eliminated the 
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possibility of an eventual gradual liquidation of that 
bank. There are a number of small banks which have 
committed themselves too much in industry, and some 
surprises may be expected from that direction. Ex- 
perience has proved that the French public gets easily 
frightened. Last year the insolvency of the Banque 
Adam—which, though well established, was a third-rate 
bank—resulted in substantial withdrawals of deposits 
from the leading banks. The panic spread with an 
amazing rapidity. The managements of the leading 
banks are afraid that these new failures may produce a 
similar effect, notwithstanding the strong position of the 
central bank, and they are therefore endeavouring to 
maintain and even to increase a large, if unproductive, 
cash reserve. They have increased their reserves by 
withdrawing part of their foreign balances, a great 
portion of which was held in London. In July and 
August there were substantial withdrawals of French 
funds, which brought about an appreciation of the 
franc and resulted in substantial gold imports. On 
June 26 the gold stock of the Bank of France amounted 
to 56,426 millions, while on September 25 it attained 
59,340 millions. Within three months it has thus 
increased by 2,920 millions. The increase of the note 
circulation and of private deposits at the Bank of France 
was in part the result of the increase in the gold reserve. 

It is necessary to point out, however, that the 
repatriation of foreign balances was not prompted solely 
by a desire of the banks to increase their liquidity. It 
was also a consequence of the British monetary crisis. 
The French financial Press has endeavoured, especially 
since August, to maintain the confidence of the public 
towards sterling and British credit, but, as a result of 
the difficulties of the London market and the Budgetary 
deficit, and of the attitude in certain moments of the 
British authorities, the French banks considered it wise 
to repatriate their sterling balances. They carried on 
such operations on a fairly large scale during the second 
half of July, after which they do not seem to have made 
any substantial withdrawals. Even so, the drain 
continued. 

The big banks could not take the initiative for 
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withdrawals at a time when they granted a credit of 
1,550 million francs to the Bank of England. Fifteen 
banks participated in this operation, including the 
Crédit Lyonnais, Comptoir d’Escompte, Société Générale, 
Crédit Industriel et Commercial, Banque Nationale de 
Crédit, Crédit Commercial de France, Banque de Paris et 
des Pays Bas, Banque de |’Union Parisienne, Lazard 
Fréres, and Rothschild. The Bank of France itself 
contributed 1,550 millions, so that the total French 
credit granted to the Bank of England was 3,100 million 
francs. The granting of this credit has also helped to 
increase the volume of market resources. The amount 
granted by the Bank of France increased the discounts 
of that institution, as the credit took the form of redis- 
counting bills. At the same time some of the banks, in 
order to be able to provide their portion of the credit, 
had to rediscount with the Bank of France part of their 
bill holdings. The latter has thus increased its discounts 
well in excess of its own participation in the credit. 

During August the holding of commercial bills of the 
Bank of France showed a fairly considerable increase. 
From 5,410 millions on June 26, it advanced to 
7,365 millions on August 28. But for the credit to the 
Bank of England, the discounts of the Bank of France 
would probably have shown a decline, as owing to the 
slackening of business activity, and to the decline of 
prices, the credit requirements of trade have declined. 
Since then, however, the central institution has had to 
meet the requirements of banks in difficulties, and its 
discounts have increased to nearly 9 milliards. 

It may be said without exaggeration that the French 
market received with amazement the announcement of 
the suspension of the gold standard by Great Britain. 
Well-informed circles were aware that, since September 14, 
the pressure upon sterling was increasing day by day, 
and that the second French credit of £40 millions was 
already heavily drawn upon. But until Friday, Sep- 
tember 18, it was hoped in the Bourse that the drain 
might be checked in good time. It was not realized that 
a collapse was inevitable, and it was still believed that 
a monetary idol such as sterling could be saved by a 
miracle. It is true that Paris was unaware of the 
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enormous extent to which the American credit of £40 
millions had been drawn upon. On Saturday, Sep- 
tember 19, the French Government and the Bank of 
France was prepared in spite of everything to open a 
third credit in support of sterling. The size of the new 
credit required by the British Treasury made it, however, 
necessary to obtain the co-operation of the New York 
market. As is well known, the American authorities did 
not believe that a new intervention to save sterling 
would be successful, owing to the large amount of capital 
that could still be withdrawn from London. But this is 
another story. 

On Monday, September 21, France learned officially of 
the dramatic collapse of sterling which slumped on the 
same day to 104, or a depreciation of over 15 per cent., 
in the open market ; the official market remained closed. 
For the first time since over a century, the currency of a 
great European nation—and the most international 
among all—depreciated beneath its gold points as a result 
of purely economic and financial motives; for the crisis 
was not due to the typical force majeure, such as the war 
and its immediate consequences. The pound sterling, 
which was included in the reserves of all central banks 
on the gold exchange standard, and which even formed a 
secondary reserve of some central banks which had 
adopted the gold bullion standard, had become a 
fluctuating currency, subject to speculative influences. 
It threatened to drag with it other currencies whose note 
covers became inadequate. The possibility of the 
development of three monetary systems—the dollar-franc 
group, faithful to the gold standard, the group of sterling 
and its satellites, more or less managed, and the revo- 
lutionary or impenitent currencies—was already en- 
visaged in Paris. In fact, even if the depreciation of 
sterling should result in a depreciation of other currencies 
(which assumption has already been confirmed by the 
depreciation of the Scandinavian currencies) there is no 
reason why this should jeopardize the whole system of 
the gold standard. The dramatic collapse of sterling was 
not like a military defeat which the generals in every 
country attempt to attribute to some inexplicable fatal 
development. The fall of sterling can be explained 
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logically ; a number of economists, in Great Britain as 
well as in France, anticipated it, some of them even 
before the advent of the fatal crisis. The troubles of 
sterling originated well before the crisis, a fact which is 
held to dispel a tendency to represent sterling as the 
martyr of an economic disaster, and especially to regard 
it as a case to prove the inability of the gold standard to 
carry on its functions. It is important to restore the 
gold standard as soon as possible, even at the price of 
sacrifices of the same kind as were accepted by France 
in 1928 after lengthy debates. 

It is unquestionably true that, in consequence of a 
succession of exceptionally grave events, the burden of a 
European liquidation was centred upon the London 
market. The waves of the disaster are arriving already 
in New York. The collapse of the Creditanstalt, the 
troubles of the Austrian schilling and the Hungarian 
pengo, the failure of the Danatbank, followed by the 
temporary stoppage of the German drain by a partial 
moratorium, both internal and external, are all links in 
a chain which led to London. It is too late to discuss 
whether, by allowing the first leading bank to become 
subject to doubt, doubt has been cast upon all big banks, 
and whether prompt assistance would not have prevented 
the spreading of the panic from Austria to Great Britain. 
Before the cruel reality of facts, regrets for the past 
become futile. It is towards the immediate future that 
all thought and energy has to be directed. 

London has been a world clearing house, an inter- 
national capital market, a gold and silver market, a 
commodity market, and a freight and insurance market, 
for over two centuries; she possesses an incomparable 
technical organization for these functions. Even with a 
depreciated currency she can maintain her financial supre- 
macy, which at present is under a shadow, provided that 
sterling should be stabilized shortly. Never has the stabil- 
ization of a currency been so urgent as that of sterling. 
The following are the main reasons for its urgency :— 

(rt) The possibility of a complete restoration of 
sterling to its old parity has ceased to exist. Contrary to 
what happened previous to 1925, speculation will not 
support an appreciation of sterling. Left to take care of 
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itself, sterling may decline gradually to lower and lower 
levels, bringing about a substantial adjustment of the 
price-level. The views expressed by the British Press 
that sterling should be allowed to find its own normal 
level are not convincing, as the tendency would be 
constantly downward. 

(2) Owing to the existence of an enormous floating 
debt, Great Britain cannot afford to go through a pro- 
longed period of monetary uncertainty, such as was 
experienced by other countries, not even if the banks are 
patriotic enough to continue to renew their Treasury 
bills. The customers of these banks would soon begin to 
withdraw their deposits to buy industrial securities or to 
finance trade stimulated by the depreciation of sterling. 
The banks would thus be forced to reduce their holdings 
of Government securities. The Treasury would have to 
avail itself of the assistance of the Bank of England, and 
this would result in inflation with all its consequences. 

(3) London is the international market for most raw 
materials; she could not retain this position if sterling 
were to continue to fluctuate, for in that case other 
markets would be created, even at the cost of initial 
errors. The national industry, after an artificial recovery, 
would soon begin to feel the adverse effects of the 
depreciation, such as the losses on exchange difference or 
labour troubles. 

If the speedy restoration of the gold standard is of 
predominant importance from the point of view of 
London’s position as an international centre and from 
the point of view of maintaining the system of gold 
standard, the rate of stabilization is equally of capital 
importance for Great Britain. Although this is a national 
question, it is permitted, perhaps, for a foreigner, to 
express an opinion on it. The stabilization of sterling 
could not be carried out on a high level (by a devaloriza- 
tion of, say, 10 to I5 per cent.) without repeating the 
same difficulties of price adjustment as were experienced 
during 1924 to 1926. Paradoxical as it may seem, a 
comparatively substantial readjustment of the cost of 
production and social conditions can be obtained more 
easily than a very limited modification of the equilibrium 
between the various elements which make up the general 


ae 


THE STERLING CRISIS 135 


price-level. The question also is whether a modest 
depreciation of sterling would relieve sufficiently the 
burden of the internal debt to save the Treasury from 
any further difficulties. It is well to remember also that 
we have not yet seen the end of the decline of world 
prices, and British industries have already suffered too 
much through a high exchange rate to be exposed to 
further troubles on that account, at a moment when the 
British nation is prepared to make the sacrifices required 
for economic readjustment. 

On the other hand, the stabilization of sterling could 
not be carried out at too low a level (such as, for instance, 
a devalorization of over 30 per cent.) without reducing 
the external investments of the country by about one 
milliard pounds. It is true that this loss would be 
compensated in part by a reduction of the burden of the 
public debt, and would lead to an internal redistribution 
of private incomes. It ought to be remembered, however, 
that innumerable international contracts, expiring within 
eighteen months, have been concluded in sterling, and a 
stabilization at too low a rate would result in heavy 
differences at the liquidation of these contracts. 

The month of November after the elections will be of 
fateful importance for the future of Great Britain. The 
moment Parliament adopts a stabilization scheme sterling 
is half saved, for then the Government and the Bank of 
England may rely upon any support that may be 
necessary for the success of their monetary operations ; 
needless to say, France will not fail to contribute her 
share. After a moment’s decline, Great Britain could 
then resume her forward course, thanks to her banks 
which have created in the London market a technical 
organization enabling the country to survive its errors 
and to continue to hold the lead which was already 
regarded as lost. 
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German Banking 
By a Correspondent 


INCE the conclusion of the Standstill Agreement of 
S paste the German credit crisis has entered a stage 
of stagnation. The suspension of the gold standard 
in England has overshadowed the German crisis, as the 
repercussions of that event upon other countries have 
made it plain that there can be no longer any question 
of any isolated action for the support of Germany. The 
possibilities of self-support are rather limited. The 
pressure on the foreign exchange stock of the Reichsbank 
continues; between the end of August and the middle 
of October the gold and foreign exchange reserve declined 
from 1,722 millions to 1,294 millions of reichsmarks, 
while at the same time the note circulation increased from 
4,804 millions to 4,943 millions. The reserve ratio 
fluctuated around 30 per cent. The withdrawals of 
foreign currencies were largely the result of the Standstill 
Agreement ; foreign reichsmark balances required for the 
execution of forward contracts—amounting to some 
Rm. 200 millions—had to be released immediately the 
Agreement became operative. At the same time, 25 
per cent. of the total foreign reichsmark balances had to 
be released, while in October another 15 per cent. was 
due for release, requiring another Mks. 200 millions. 
Moreover, so long as the Bourse was open, foreign 
holders of German securities were at liberty to repatriate 
the proceeds of the sales of their holdings. It appears 
that foreign interests have extensively availed themselves 
of this, and possibly it provided a channel for the 
circumvention of exchange regulations for German capital 
which may have left the country under the disguise of 
foreign holdings of German securities. In addition, as 
a result of the depreciation of sterling and of the Swedish 
krona, some short-term liabilities were repaid, as German 
debtors were desirous of covering their sterling and krona 
requirements on the basis of the lower exchange rates. 
Although the withdrawals of foreign currencies did 
not come as a surprise, they were none the less embarras- 
sing to the Reichsbank, for the inflow of foreign currencies 
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through exports remained below its anticipations. German 
foreign trade has produced a remarkable export surplus, 
owing to restrictions of credit and an inadequate supply 
of foreign currencies. The export surplus increased from 
140 millions in July to 387 millions in September— 
a record figure. While the first half of 1931 produced an 
export surplus of about a milliard reichsmarks, the 
last three months alone have yielded, approximately, 
another milliard, while the last quarter is expected to 
exceed that figure. The surplus is attained mostly 
through a curtailment of imports, not through any 
increase of exports which are maintained in the vicinity 
of about Rm. 800 millions per month. Should the situa- 
tion continue to develop in the same direction as during 
the last few months Germany would be able to accumulate 
the foreign exchange required for meeting her external 
liabilities in interest and redemption. Unfortunately, 
the inflow of foreign currencies is not keeping pace with 
the growth of the favourable trade balance. This is 
due, in part, to natural circumstances; payments for 
exports are collected only after several months, and for 
this reason a favourable change in the trade balance 
can produce an influx of foreign exchange only several 
months later. In addition to this, as a result of the 
accentuation of the financial crisis, credits granted by 
foreign raw material exporters tend to become shorter, 
while foreign buyers of manufactures expect longer 
credits. From a number of countries to which Germany 
exports on a large scale, such as Russia, Central and 
South-Eastern Europe, payments come in only with some 
delay. All this, however, would only mean a postpone- 
ment of the accumulation of foreign exchanges, had not 
German exporters themselves adopted the practice of 
retaining the foreign currencies they acquire. The 
Government has attempted to prevent this by a substan- 
tial tightening of exchange regulations, and the Reichs- 
bank has addressed a circular to its branches stating 
that in future it would decline to grant any credit to any 
firm which evades its liabilities to surrender its foreign 
exchange obtained through export; in fact, the Reichs- 
bank will even decline to rediscount the bills bearing the 
name of any such firms. This may produce a stronger 
effect than the penal clauses of the exchange regulations. 
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The acute banking crisis is over, but the credit 
situation remains abnormal. It is especially the fate of 
savings banks that gives rise to uneasiness, as their 
deposits are being withdrawn incessantly. Since July 
they have lost nearly one milliard reichsmarks, and there 
is no sign of the end of the drain. The savings banks 
raised the funds required, after having exhausted their 
liquid reserves, through the intermediary of the Akzept 
und Garantiebank from the Reichsbank, which has over 
Rm. 500 millions of finance bills of savings banks in its 
portfolio. The process is only in part due to lack of confi- 
dence of the public in the savings banks, for the fact is 
that large classes of the population are compelled by 
the crisis to draw on their savings. Moreover, as the 
savings banks avail themselves of their right to insist 
upon thirty days’ notice for amounts exceeding Rm. 300 
per month, business firms prefer to transfer their balances 
from savings banks to joint stock banks. Meanwhile, 
the Government has taken new steps to secure the liquidity 
of savings banks. In future, they can only invest 25 per 
cent. of their deposits in municipal loans and credits, 
and only 40 per cent. in mortgage loans. Ten per cent. 
of savings deposits and 20 per cent. of other deposits 
will have to be kept in a liquid form with the 
Girozentrale. 

The Government attempted to solve the question 
of the supervision of banks by means of an emergency 
decree. This task was particularly complicated, as the 
Government wanted to avoid Socialistic tendencies or 
the assumption of responsibility for the banks, while, 
at the same time it was desirous of clearing up the 
relations between the inspecting organization of the 
Reichsbank and the banks. This problem seems to have 
found a satisfactory solution. For the inspection of 
banks, a ‘“ Banking Board” and a ‘“ Government 
Commissioner for Banking ”’ have been appointed. The 
Board consists of the president and deputy-president 
of the Reichsbank, the Secretary of the Ministry of 
Economy and of the Finance Ministry, and the Govern- 
ment Commissioner who is under the authority of the 
Minister of Economy. The Board determines the lines 
on which the Commissioner has to act, and how far 
he has to make use of his powers in relation to the 
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banks. He has to keep in constant touch with the 
development of the banking situation, especially as to 
the relations of banks to foreign countries, and he has 
to influence the policy of banks from the point of view 
of general interests of Germany. He is entitled to demand 
information from the banks about any business matter, 
to inspect books and correspondence, and to take part in 
any board meetings. He is also entitled to ask for 
information as to the amount of external claims and 
liabilities. He has to report his findings to the Banking 
Board, to the Government, and to the Reichsbank, 
and has to suggest steps against abuses. The Banking 
Board will decide the principles which the Commissioner 
will have to impose upon banks. All these measures are 
sanctioned by penal clauses. They provide a very 
elastic sphere for the work of the Commissioner, and the 
practical results of his work will largely depend upon 
his personal qualities. There is, of course, the danger 
that a Government of Socialistic tendencies may use this 
instrument for increasing Government influence over 
banks. This danger is all the greater as up to now it 
is impossible to see how the Government will get rid of 
the control over the Danatbank and the Dresdner Bank 
which it had to acquire against its desire. 





The Banking Situation in Holland 
By a Correspondent 


HE return of the Netherlands Bank published on 
October 5 clearly showed that the system of the 
gold exchange standard, which had been adhered 
to for many years, has been abandoned. In recent 
years this system has had peculiar consequences. In 
Holland, money generally has been abundant and 
demands for credit from the central institution were, 
therefore, of little importance. In various other countries, 
the interest level was higher, and the gold holdings of the 
Netherlands Bank having constantly increased, the 
management thought it wise to leave part of its further 
acquisitions abroad in the form of credit balances or of 
foreign bills. 
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An important amount of such bills and credit balances 
was held in sterling, and the suspension of the gold 
standard in England suddenly revealed the severe risks 
connected with the Gold Exchange policy. To avoid 
the danger of further risks of this kind, the Netherlands 
Bank has now exchanged the greater part of its claims 
in foreign currency into gold. Early in October, the 
foreign bills in its portfolio still amounted to 219 million 
guilders, but these have since been reduced to 102 million 
guilders, while the various assets, including credit 
balances abroad, have sunk from 62-6 million to 51-4 
million guilders, or a total decrease in foreign balances 
and bills of 128-2 million guilders. 

That the greater part of this amount has been 
exchanged into gold is proved by the fact that the bank’s 
gold holdings have risen by 89-7 million guilders to 
792°2 millions, of which 145-2 millions are being held 
abroad under ear-mark, as against 23-9 millions early 
in October. It may be taken for granted that it was 
chiefly American bills that have been exchanged into 
gold, and the increase of gold holdings abroad chiefly 
refers to New York. On the other hand, gold has been 
shipped from Holland to France, the French franc 
having been in special demand, and having risen, for a 
while, above the gold point. The presumption that the 
foreign bills still held by the Netherlands Bank are 
mainly sterling bills does not seem irrational. 

Under prevailing circumstances, it may be called a 
deplorable fact that the Netherlands Bank has felt 
obliged to add its sudden demand for gold to the heavy 
pressure for gold which already existed throughout the 
world, but it must be remembered that the uncertain 
aspects of the near future everywhere have created a 
general desire to keep funds in their most liquid form. 
During the past few months, the flight from every kind 
of property involving the least risk has been accentuated 
in such a degree that the general demand is exclusively 
concentrated on gold. It seems unavoidable that this 
development must lead to an aggravation of the crisis, 
forcing commodity prices down still further and adding 
to the difficulties of those debtors who have debts in 
money and property in goods. Under such circumstances, 
it was certainly quite undesirable that the Netherlands 
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Bank, at this most unsuitable moment, should have 
come into the market with a very strong and pressing 
demand for the precious metal. It would certainly 
have been preferable if by means of an appropriate 
agreement in connection with the exchange crisis this 
new gold demand could have been obviated. 

Bank-notes in circulation are now covered by gold up 
to 74 per cent., total callable obligations are covered up 
to 65 per cent. The bank’s return also shows, to some 
degree, the great liquidity of private banks in Holland. 
The latter, too, have, for some time past, been preparing 
themselves for the present calamitous times. Normally, 
the liabilities of the Netherlands Bank consist, almost 
exclusively, of bank-notes, whilst the amount of credit 
balances is only small. A year ago, in fact, such balances 
amounted to 17-2 million guilders only. On September 28 
last, however, their balances stood at 176-6 million 
guilders, and though they subsequently fell to 145 millions, 
it is clear that the banks have added greatly to their 
liquidity. It is also noticeable that the bills discounted 
with the Netherlands Bank have increased from 109-9 
millions to 146-2 millions. 

It is, of course, difficult to state which class of bank 
has tried to reinforce its cash position by discounting 
bills with the Netherlands Bank, for, in Holland, there 
exist three different kinds of deposit banks, viz.: 
the banks, including some great banking firms, which 
have their operating field principally in Holland, besides, 
of course, their international affairs; banks operating 
branches in the Dutch colonies and which, therefore, are 
also interested in produce markets; and the banks which, 
during and after the war, have established themselves 
in Holland as more or less independent affiliations of 
German or other Central-European institutions. Since 
the crisis in Central-Europe has grown more serious, and, 
especially, since the German moratorium of July last, 
the third group of banks has come to occupy a rather 
separated position. This has been accentuated by the 
Basle Agreement, expressly excluding the affiliations 
abroad from the Stillhalte-contract. This has obscured 
the position of some of these banks and has not been 
beneficial to the Dutch money market. Through the 
establishment of these foreign banks, Amsterdam had 
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gained importance as a financial centre. The Netherlands 
Bank had admitted the acceptances of such banks, if 
they were independent establishments, for rediscount, 
thereby widening the Dutch acceptance market. This 
has changed now in as much as the market for acceptances 
of most of the banks of non-Dutch origin has become 
almost nominal. 

The past weeks, especially since the suspension of 
the gold standard in England, have produced those 
excessive crisis-symptoms, which themselves already 
indicate the possibility of a change of the tide, like in a 
boom-period the most improbable extravagances often 
are the forerunners of a turn, even if the very cause 
for such a change may still be invisible. The present 
crisis has, more than any other before, characterized 
itself by the general desire to exchange properties in the 
form of goods or other values, which are subject to even 
the remotest risk, into gold. Although one cannot say 
that the possession of gold does not itself involve risk, 
the general mentality that has arisen in this period of 
depression has led to the opposite opinion. It is, 
however, evident that, at the lowest level of the depres- 
sion, money is the dearest article, and is, therefore, to 
be regarded as the most unsafe property. 

Since the suspension of the gold standard by England, 
a peculiar situation has developed with those who 
first had exchanged their property into money, and who 
have since fled from the currency they had first acquired, 
into others. By this movement, the Dutch guilder was 
attacked some weeks ago, and this attack, after having 
been repulsed with success, was suddenly succeeded 
by an unprecedented rush into the guilder, all sorts of 
gold currencies being offered in the Dutch market. 
Even this does not yet mean the end of the foolishness, 
because there are less dangerous things to be found 
than a currency with a metal cover of so much per cent., 
viz.: the solid gold itself. Immediately after the 
suspension of the gold standard in England, sovereigns 
went to a premium, and lately, big amounts of gold 
in bars and eagles have been shipped from New York 
to this country. Even the banks are participating in 
this hoarding of gold in view of the fact that their 
credit balances with the Netherlands Bank do not yield 
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any interest either, so that they can lodge their gold in 
their own vaults without incurring any loss. Whilst 
this gold can at any time be converted at the central 
bank into banknotes, they are still in a position to 
profit from any rise of gold in case the Dutch currency 
should depreciate. It is questionable, of course, whether 
the central banks are justified in putting gold that must 
serve as a basis for the granting of credit, liberally at 
the disposal of private persons at the present juncture, 
when the whole credit system is on the verge of ruin. 

The Netherlands Bank has opposed the hoarding of 
gold for many years already and has refused to deliver 
the metal even if it is proved that the rate of exchange 
on another country would warrant the shipment. At 
the present moment, this policy would certainly be 
advisable in other countries too; as regards the Nether- 
lands Bank, this institution now enjoys the advantage 
of not being obliged to announce such a step, which, 
under prevailing circumstances, and the influence of the 
general nervousness, might perhaps be taken as a symptom 
of weakness. 


The Bank for International 
Settlements 


HE meeting of the board of the Bank for Inter- 
national Settlements held on October 12 was notable 
for the presence of Mr. Randolph Burgess, Vice- 
Governor of the Federal Reserve Bank of New York. 
It will be remembered that at the formation of the Bank 
there were seven principal participants, namely, Belgium, 
France, Germany, Great Britain, Italy, Japan, and the 
United States of America. It was naturally intended 
that these countries should be represented by their 
Central Banks, but the Federal Reserve Bank of America, 
for political reasons, found itself unable to participate 
officially. The American interest in the Bank was 
therefore taken over by a small group consisting of 
J. P. Morgan & Co., the First National Bank of New 
York, and the First National Bank of Chicago. This 
group, in common with the other six founders, guaranteed 
the subscription of one-seventh of the entire capital, 
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and themselves subscribed for 16,000 shares. These 
shares were subsequently distributed amongst other 
American banks, no less than 100 banks receiving 
participations. As shareholders, therefore, American in- 
terests were in this way as widely represented as was 
possible in face of the negative attitude of the Reserve 
Banks. The connection was, however, rendered rather 
one-sided and ineffective for the reason that these 
American banks were purely private institutions. Mr. 
Burgess’s presence at the October meeting was therefore 
hailed as marking a possible turning point in the attitude 
of official America and as encouraging the belief that 
she was preparing to take a more active part in European 
affairs. Mr. Burgess, not being a member of the board, 
did not attend the official meetings on Monday, although 
he took part in the important unofficial meetings of the 
Governors on the previous day. 

The October meeting was also important as being 
the first held since the suspension of gold payments in 
England and the Scandinavian countries. The difficulties 
and problems arising from these suspensions could natu- 
rally only be discussed in general terms, but it was 
decided that, in order to deal with the practical questions, 
the B.I.S. should explore the subject with the Central 
Banks concerned and consider it further at the November 
board meeting. In the meantime, owing to the provi- 
sions of Article 21 of the Statutes, the B.I.S. is unable 
to deal in those currencies which are not currently 
convertible into gold. 

In this connection, it should perhaps be added that 
there is no question whatever as to the right of the 
Central Banks of these countries to remain shareholders 
of the B.I.S., and to continue to be represented on the 
board. It is true that, in order to become a member 
of the B.I.S., a Central Bank must be either on a gold 
standard or on a gold exchange standard, but there is 
no provision in the articles of the Bank for the removal 
of members who leave the gold standard. 

As regards the effect of the depreciation of the various 
currencies on the finances of the Bank, it is reasonable 
to assume that the Bank’s investments in the Scandi- 
navian countries were relatively small and that the 
sterling position was approximately covered by sterling 
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liabilities. Any losses there may have been are, it is 
understood, more than covered by the reserves. 

The board also discussed the disadvantages arising 
from the restrictions imposed on foreign exchange trans- 
actions in certain European countries which are still 
on the gold standard, and it was decided to invite repre- 
sentatives of those countries to meet in Basle to discuss 
the practical measures to be taken. 

Of the other matters before the board, perhaps the 
most important was that of the renewal of the Central 
European credits. 

As regards the Hungarian credit, no decision was 
called for and the board had merely to take official 
cognizance of the fact that, after repayment by the 
Hungarians of 20 per cent. of the original advance, 
the credit had been renewed for a term of three months, 
from September 18 to December 18. The Austrian 
and German credits, on the other hand, were due to 
mature on September 16 and November 4 respectively. 
Reports on conditions in these countries were therefore 
presented and considered, after which it was unanimously 
decided that the B.I.S. would renew these credits on the 
understanding that the other participants would also 
renew their participations. In view of the mis-statements 
which have been made in reference to the Austrian 
credits, it should be stated that there are two separate 
credits, one of 100 million Austrian schillings to the 
Austrian Government by the Bank of England, and the 
other of go million Austrian schillings to the Austrian 
National Bank by a syndicate headed by the B.LS. 
The participation of the B.I.S. in the latter syndicate is 
36 million schillings. It should be added that there is 
no legal connection between these two credits, since one 
is to the National Bank and the other to the Austrian 
Government; it is, however, probable that the partici- 
pants in the syndicate credit would only care to renew 
their credit if the Bank of England were prepared to 
maintain its credit to the Government. For the present, 
however, both parties have renewed their credits for 
three months to December 18. 

Another point which has given rise to misunder- 
standing is the announcement that the B.I.S. will appoint 
a director to the International Agricultural Mortgage 
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Credit Company. In some quarters this has been inter- 
preted as meaning that the B.I.S. will have a direct 
interest in that Bank. But this is not so. The Agri- 
cultural Mortgage Bank is an international institution 
of which the vice-president will be appointed by the 
League of Nations, and of which one of the other directors 
must be an agricultural expert appointed by the Inter- 
national Institute of Agriculture in Rome, and another 
must be a financial expert to be appointed by the B.I.S. 
The B.I.S. has no other connection with the Bank and the 
fact that it is to appoint a member of the directorate 
must therefore be considered rather as a further recogni- 
tion of its international standing than as a promise of 
practical co-operation. 


International Banking Keview 


ITALY 


Tar suspension of the gold standard in Great 
Britain resulted in a weakness of the lira, as it 
was anticipated that Italy would follow the British 
example. The Government declared, however, its in- 
tention of maintaining the gold standard, and official 
support in the foreign exchange market soon restored 
the lira to parity. At the same time, however, the 
restrictions upon foreign exchange operations which 
were removed after the stabilization of the lira were 
once more restored. The position is a strong one, as is 
indicated by the decline of the note circulation of the 
Bank of Italy. The banks are not affected over-much by 
the German situation, as their commitments in Germany 
are comparatively moderate. On the other hand, they 
are involved in the difficulties of industrial enterprises 
in the Succession States of the Austrian and Hungarian 
Monarchy, the financing of which was done largely by 
them, either directly or through their affiliated banks. 
Notwithstanding this, it may be said that Italian 
banks have remained comparatively immune from the 
international financial crisis. While during past years 
there have been a number of small and medium-sized 
bank failures in every part of the country, since the 
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beginning of the banking crisis in Central Europe there 
has not been one single suspension among Italian banks. 
It is, of course, possible that in many cases an open failure 
was avoided by official support, but the fact that 
reconstructions could be arranged without involving any 
increase in the note circulation is held to prove that the 
troubles could not be of any considerable magnitude. 


HOLLAND 


The past month was characterized by the increased 
efforts of the banks to augment their liquidity at all 
costs. To that end, they have been withdrawing balances 
both from London and from New York, and they have 
been cutting credits to their customers. The effect of 
this latter device was a panic-like slump on the Amsterdam 
Bourse towards the middle of September, as borrowers, 
pressed for the repayment of their loans, had to realize 
their securities. The fall in the price of some of the bank 
shares gave rise to adverse rumours which accentuated 
the panic, but after a few days confidence was restored. 
The position of most banks is strong and liquid. In 
addition to their cash and balances with the Netherlands 
Bank, some of them have also acquired the practice of 
holding a gold reserve of their own. As in any case it is 
impossible to earn any interest on liquid reserves the 
loss involved in the practice is negligible. It has the 
advantage of meeting the requirements of customers, 
which would be difficult otherwise, for the Netherlands 
Bank places difficulties in the way of withdrawing gold; 
it only pays out gold for export to an approved 
destination. 

For reasons of health, Dr. Vissering, President of 
the Netherlands Bank, resigned his post. His place 
was taken by Dr. Tripp, formerly President of the 
Javasche Bank. As a result of the change, Holland is 
expected to revert to a more orthodox type of the gold 
standard than that adopted since 1925, and the wholesale 
repatriation of the Netherlands Bank’s balances from 
New York is regarded as the indication of this new 
policy. 

SWEDEN 

During the weeks that preceded the suspension 

of the gold standard in Great Britain, the Riksbank’s 
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position was weakened to a considerable extent, as a 
result of the return to Sweden of large amounts of Swedish 
securities exported during the last few years. The 
calling-in of foreign credits has also contributed to the 
reduction of the bank’s foreign exchange reserve. As 
Sweden was one of the few countries which was in a 
position to repay her short-term bank liabilities, banks 
in the big lending centres, anxious to increase their 
liquidity, reduced the facilities to Swedish banks. To 
meet the pressure, the Riksbank sought to obtain a 
credit, but owing to the international situation it did 
not succeed. Thus, soon after the suspension of the British 
gold standard, the Government had to suspend gold 
payments as well. 

The banking situation has also been subject to 
adverse rumours, but the leading banks are above 
suspicion. In September, the Stockholms Enskilda Bank 
announced an issue of bonus shares, which is regarded as 
an indication of its strong position. The extent of the 
commitments of the banks in Germany and Central 
Europe is comparatively moderate. As the decision to 
abandon the gold standard will stimulate the timber 
trade and other exports which have been suffering lately 
from Soviet competition, the outlook is judged to be 
fairly favourable. The fact that ten days after the 
suspension of the gold standard the Riksbank was 
able to reduce its rediscount rate is regarded as a hopeful 
indication. 

DENMARK 

Denmark, together with the other Scandinavian 
countries, has decided to abandon the gold standard. 
The change has created a certain amount of uneasiness 
in the public, and there was a run on several banks, 
including the Handelsbanken of Copenhagen. This was 
the only big bank which remained unaffected by the 
post-war banking crisis, owing to which the other leading 
banks had to be reconstructed. Its position is understood 
to be sound, and the run of its depositors was entirely 
unjustified. The authorities have decided, therefore, 
to grant the bank any assistance that may be required, 
and the National Bank issued a statement to that effect, 
which eventually allayed the fears. 

Apart from this incident, the banking situation is 
regarded as comparatively satisfactory. The reduction 
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of exports to Germany during the past year or two proved 
to be a blessing in disguise, as in consequence the extent 
of the direct or indirect commitments of Danish banks in 
Germany is very small. The calling-in of foreign credits 
did not cause them any considerable inconvenience. 


POLAND 

The monthly statement of accounts of the State Land 
Bank in Warsaw, as at October I, 1931, has been closed 
with a balance of Zi.1472:8 millions, i.e. £40 millions 
approximately. It is interesting to note the following 
items of this statement: Short-term credits, Zl.259 
millions ({7:5 millions). Long-term credits granted in 
7 per cent. and 8 per cent. mortgage debenture bonds or 
7 per cent. improvement bonds issued by the State Land 
Bank, Z1.339°3 millions ({9-4 millions), and treasury 
funds administered by the Bank, Zl.419-8 millions 
(£12 millions). 

BALTIC STATES 

In Estonia, the gold standard has been maintained so 
far, in spite of the banking difficulties which culminated 
in the closing of the leading bank, Scheel & Co. The 
bank was reopened, and was granted a three months’ 
moratorium. Its difficulties were mainly due to the 
German banking situation. 

In Latvia, the restrictions imposed upon the payments 
by banks had to be repeatedly prolonged, and the 
Government has attempted to raise an external loan 
for the support of the exchange. Although the ne- 
gotiations failed, the authorities have succeeded so far 
in maintaining the gold standard. 


AUSTRIA 

The pressure upon the National Bank continued, 
though the prolongation of the credit granted by the 
Bank for International Settlements has to some extent 
relieved the situation. Rumours as to a scheme for 
the amalgamation of the leading Austrian banks under 
French auspices, received no confirmation, and the 
reports of a planned French participation in the 
Creditanstalt were denied. The liquidation of the 
excessive commitments of the Creditanstalt is making 
progress; a number of industrial enterprises had to be 
closed down as it was decided that their prospects do 
not warrant the granting of any further credits by the 
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bank. Considerable progress has also been made towards 
the reduction of the overhead charges of the bank. 


CZECHOSLOVAKIA 


The crisis in Central Europe could not but affect 
the situation in Czechoslovakia. In spite of their inherent 
soundness, the banks were subject to withdrawals of 
deposits, and on several occasions the National Bank 
had to support them, thereby weakening its own position. 
As exchange restrictions have been introduced in every 
other centre in Central Europe, it became inadvisable 
to leave Prague open to speculative operations from 
other countries, and the authorities have introduced 
restrictive measures. In order to strengthen its position, 
the National Bank has applied to the French authorities 
for a credit, and the President, Dr. Pospisil, paid a visit 
to Paris to that end. Negotiations have not, however, 
been concluded so far. 


GREECE 


The depreciation of sterling has affected the Bank of 
Greece to no slight extent, as the great part of its foreign 
exchange reserve was held in London. In order to 
comply with legal requirements as to reserve ratio, 
the bank had to borrow from the National Bank of Greece 
an amount of $5,000,000. M. Diomede, Governor of the 
Bank of Greece, resigned his post, as he disapproved 
of some of the Government’s measures. His place was 
taken by the Deputy-Governor, M. Tsouderos. 


South America’s Debt Position 


By a Banking Correspondent 


HE Hoover proposal for a one-year moratorium in 
respect of Reparations and inter-Allied debts has 
given rise not only to speculation as to the ultimate 
revision of such obligations, but has also directed 
increased attention to the debt position of borrowing 
countries outside the scope of the Peace Treaty, and 
especially the Republics of South America, which have 
largely increased their commitments during recent years. 
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The abnormal advance of prices during and immediately 
after the war and the accompanying inflation of credit 
were followed by the inevitable period of deflation, 
during which, consciously or otherwise, nations were 
engaged in seeking a safe and solid basis, not only for 
their commerce, but also for their national finances, in 
an effort to resume normal economic orientation. The 
deflationary period, accompanied by a general tendency 
towards the adoption of a gold standard of currency, 
assisted to some extent the object of re-establishing 
stability in the economic sphere, but also set an enhanced 
real value upon debts, whether contracted for expenditure 
of a productive nature or otherwise. 

The extent to which the present world economic crisis 
is due to bountiful harvests and other forms of surplus 
production or to contraction in the consumptive demand 
or to other factors, need not be debated here. Whatever 
may be regarded as the true economic explanation of 
this problem, it is clear that, with the catastrophic fall 
in gold prices of commodities, the vast credit dislocation 
of the world due to the war is only now becoming clearly 
apparent, and it may be that eventually consideration 
will concentrate on the desirability of a general scaling 
down of all public debts contracted at a time when gold 
and credits based thereupon represented appreciably less 
wealth, i.e. goods and services, than at present. 

It must be borne in mind that, particularly in the 
case of primary producing countries, not only is the 
prosperity of the producers and exporters based upon the 
demand for their output from overseas markets, but the 
extent of wealth acquired is regulated by the level of 
world prices in the larger absorbing countries. Any 
sudden contraction in the demand, or sharp decline in 
world prices, affects South America in such measure that 
a point may be reached where the supply of foreign 
exchange necessary to meet the national debt service may 
be insufficient, and default have to be, however re- 
luctantly, resorted to. That, in brief, is the point to 
which Chile, Peru, Brazil and Bolivia have been forced 
by general world conditions, aggravated by over- 
extension of long-term debt commitments, particularly 
in New York during the “‘boom”’ period of a few years 
back. 
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Moreover, not only have these countries been obliged 
to relieve pressure upon their exchanges by suspending 
ayment of interest and amortization on their foreign 
debts, but the necessity has also arisen of instituting 
control of normal exchange dealings. Measures of this 
character have already been taken in Chile, Brazil, 
Argentina and elsewhere, and the effect is that, in view of 
the uncertainty of securing return remittances, there is 
serious and increasing difficulty in negotiating bills 
drawn on South America. 

During the past five years the public debts of the 
Latin-American countries have increased rapidly. This 
has to some extent been accompanied by a growth of 
population and by expansion in the volume of trade; the 
latter, however, owing to the more recent unprecedented 
fall in prices, has not been accompanied by the all- 
essential enhancement in the value of exports. The 
growth of the Government external debts of leading 
South American countries is demonstrated by the 


following table : 


ToTAL EXTERNAL DEBT. 
462,631,000 pesos (gold) 





Argentina 390,907,000 pesos (gold) 
(Dec., 1926) (June, 1930) 
Chile 1,252,704,975 pesos 2,482,813,000 pesos 
(Dec., 1925) (Feb., 1931) 
Brazil .. £128,735,000 £138,900,000 
(Dec., 1925) (Jan., 1931) 
Colombia 31,862,000 pesos 69,213,000 pesos 
(June, 1925) (June, 1930) 
Peru .. .. 103,419,060 soles* 265,185,000 soles* 
(Dec., 1926) (Sept., 1930) 


* Soles taken nominally at 10 per {P1. 


The growth of the population has been as follows : 


December 31, Present Total 

1926. (Estimated). 
Argentina ‘i 10,400,000 II,200,000 
Chile 4,000,000 4,300,000 
Brazil 36,900,000 40,300,000 
Colombia , 7,000,000 8,000,000 
Peru acs cs ate a 4,750,000 6,100,000 
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The Government external debt per head of population 


may be estimated as follows : 


DEBT PER HEAD. 


Argentina ae = 38 pesos (gold) 41 pesos (gold) 

(Dec., 1926) (June, 1930) 
Chile a - oa 31 pesos 58 pesos 

(Dec., 1925) (Feb., 1931) 
Brazil .. ba “s £3 Ios. és £3 8s. 

(Dec., 1925) (Jan., 1931) 
Colombia - si 4} pesos , Q pesos 

(June, 1925) (June, 1930) 
Peru wi ‘As “i 22 soles* as 43 soles* 

(Dec., 1926) (Sept., 1930) 


* Soles taken nominally at 10 per £PI. 


In modern times Argentina has faithfully complied 
with all her foreign obligations, despite the recent 
drying-up of foreign capital markets and the fall in the 
value of her overseas trade resulting in a corresponding 
decline in the exchange value of the peso. Argentine 
overseas trade has recently followed a trend very similar 
to that of other South American Republics, the total 
imports and exports for each of the past ten years having 
been as follows : 

000’s omitted. 
Imports. Exports. Balance of 
“Real’’ Values ‘ Real” Values Trade. 
Pesos (gold). Pesos (gold). —_ Pesos (gold). 











1930 739,183 614,104 — 125,079 
1929 861,997 953,744 + 91,747 
1928 836,708 1,054,508 + 217,800 
1927 856,804 1,009,325 + 152,521 
1926 id od 822,496 792,178 — 30,318 
1925 vas a 876,848 867,930 — 8,918 
1924 sta ca 828,709 I,O1I,394 + 182,685 
1923 ia ia 868,430 771,301 — 97,069 
1922 ‘ ‘ia 689,645 676,008 — 13,637 
1g2I rv ws 749,500 671,100 — 78,400 


Producers of grain, wool and other commodities in 
Argentina have been hard hit by the fall in world prices, 
and if, as is believed, the authorities have allowed the 
exchange to depreciate in order to permit the all- 
important farming interests to make a profit and dispose 
of their products, they are hardly to be blamed therefor. 
True, this results in a curtailment of imports, and such 
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restriction of buying from abroad will continue until 
world grain prices improve, with a corresponding increase 
in Argentina’s purchasing power. In this connection, it 
is important to note that, in fact, the volume of 
Argentine exports during the first eight months of 1931 
was some 72 per cent. greater than in the corresponding 
period of 1930 and that, with the restriction of imports, 
a favourable balance of trade of some 57,000,000 pesos 
(gold) had been established, as compared with an 
adverse balance of 65,000,000 pesos (gold) in the first 
eight months of 1930. With such an enormous demand 
for her products, therefore, any improvement in world 
prices, even if only slight, would mean an immediate 
betterment in Argentine conditions, which must indeed 
be regarded as probably more fundamentally sound than 
those in any other South American Republic. 

The economic difficulties of Brazil in recent years 
began prior to the first indications of the present world- 
wide trade depression, and arose primarily from the 
gradual accumulation in the country of enormous stocks 
of coffee, following a series of bountiful harvests. 
Comprehensive measures have been evolved and set into 
operation to prevent the stocks being dumped upon the 
world’s markets, and the onus of financing these schemes 
has fallen very largely upon the foreign investor. Brazil 
has also been active in her efforts to bring about greater 
diversification among her export products, and the meat 
and fruit industries, notably, have been fostered, with a 
considerable measure of success. The failure of these 
measures to bring about a rapid improvement in the 
economic position has been due almost solely to the 
absence of recovery in world trade, and, recognizing that 
further and more drastic steps were called for, the 
present Government, early in the current year, called 
upon the British financial expert, Sir Otto Niemeyer, to 
visit the Republic and advise upon the execution of a 
plan for extensive financial reforms. Sir Otto’s report 
follows the orthodox lines of outlining proposals for the 
establishment of an independent central bank of issue, the 
definitive stabilization of the exchange, improvement in 
the methods of tax collection, and economies in the 
Budget. These recommendations have been accepted 
and, in part, already put into operation, and it appears 
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reasonable to hope that the determined efforts of the 
Administration of the Republic to improve both financial 
and commercial conditions should bear fruit so soon as 
there be a tendency towards recovery in conditions in 
the consuming markets, particularly as the coffee problem 
is now being energetically and comprehensively dealt 
with. 

It is reported that negotiations have recently been 
undertaken in London, Paris and New York with the 
object of floating a new Brazilian Consolidation Loan, the 
unpaid interest on outstanding loans being funded for 
three years. Meantime, the Brazilian Government have 
reluctantly decided to inform holders of the bonds that 
it has been decided to pay only the interest and sinking 
fund of the 1898 and 1914 5 per cent. Funding Loans. 
Payments of the 1922 73 per cent. Coffee Loan will con- 
tinue to be made. All other loans will be paid in the next 
three years by special certificates bearing interest at 
5 per cent., but the Government undertakes to review 
the situation at the end of the first and second years to 
ascertain if it can increase payments. 

At December 31, 1930, the total funded external 
public debt of Chile was made up as follows : 


U.S.$. 
Government Debt .. és nin .» 342,171,000 
Guaranteed Debt .. oh ‘ss a 94,143,000 
Other Debt .. = bi a “a 20,713,000 


Total Funded Debt, Direct and Indirect.. 457,027,000 








This aggregate was divided approximately as follows : 


USS. 
Payable in New York os - -. 284,384,000 
, ,, London.. aia Ws ca 149,070,000 
e elsewhere .. a ~ ‘i 23,573,000 


The annual liability for interest and amortization pay- 
ments on this external funded debt amounted approxi- 
mately to U.S.$ 40,567,000 per annum, of which 
U.S.$ 30,902,000 represented the amount due in respect 
of the direct debt of the Government, and U.S.$ 7,891,000 
that in respect of guaranteed obligations. 
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In addition to the external funded debt, there is the 
short-term external debt of the Government and of 
various public authorities, which, at April I, 193I, was 
made up as follows : 


U.S.$. 
Government Debt .. ne i Si 42,210,000 
Guaranteed Debt .. a ha — 15,041,000 


Other Debt .. se be - ‘iis 2,663,000 


Total Floating Debt, Direct and Indirect 59,914,000 


This floating debt arose largely as a result of the con- 
tinuance during 1930 and 1931 of the public works 
programme, financed by short-term borrowing. 

The growth in the value of Chilean overseas trade 
during the past five years is illustrated in the following 
table : 


000’s omitted. 











Balance of 

Imports. Exports. ee 

Pesos. Pesos. Pesos. 
1930 .. .. 1,397,600 I,328,000 -- 69,600 
1929 .. .. 1,617,600 2,293,700 + 676,100 
1928 .. .. 1,200,000 1,964,200 + 764,200 
GP ks .. 1,072,991 1,689,667 -+ 616,676 
1926 1,292,674 1,654,539 + 361,865 


It will be observed that the total value of Chilean imports 
in 1930 showed an appreciable contraction, whilst a 
serious fall occurred in exports. The former decline has 
undoubtedly been due to economies, the slowing-up of 
public works construction and similar measures, whilst 
the latter reflects the reduced demand for nitrate, copper, 
and other export commodities. 

No further illustration than these trade figures is 
required to show how seriously Chile has been affected by 
the world economic depression. It is, however, to be 
noted that the Republic, during the past two difficult 
years, has steadfastly adhered to the policy adopted at 
the commencement of 1926, when the Banco Central de 
Chile was formed, of maintaining the external value of 
the currency on the basis of a gold exchange standard. 
The inherent wisdom of this step cannot be doubted, 
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and a continuance of this sound monetary policy is 
vouched for in the terms of the official announcement 
made in July last postponing the debt service of the 
Republic, which read as follows : 


Chile, like many other countries, has been severely affected by the 
world crisis. Owing to the diminution of its exports, the commercial 
balance is unfavourable and the Banco Central has watched its reserves 
and deposits in gold abroad diminish little by little. The Government 
has resolved to maintain the stability of the currency in the interests 
not only of the internal business of the country, but also of foreign 
creditors, and must keep careful watch to see that the reserves of the 
Banco Central may be maintained. 

In the present circumstances, the situation of the Banco Central 
would be gravely affected if the Government had recourse to this 
institution for the necessary drafts to meet the external debt in foreign 
currency, drafts which to-day are not found on the market in sufficient 
quantity owing to the falling-off in exports. 

The Government does not ask for the suspension of these payments, 
which it recognizes it must pay, but it has adopted the resolution, 
which, in its judgment, will protect the monetary situation and the 
position of the bondholders abroad in paying the service of the con- 
solidated debt during the present month by depositing its value in 
legal currency in a special account with the Banco Central de Chile. 


It is clear that, however undesirable the postponement 
of debt payments may be in normal times, the Chilean 
Government has taken a wise decision in postponing her 
debt service for the time being. There can be no doubt 
that these are the sole means by which the Republic 
can expeditiously proceed to strengthen her economic 
position pending a recovery in world trade, so as again 
to comply with the terms of her foreign commitments 
with the least possible period of delay. Undoubtedly, in 
the ultimate result, a temporary suspension of payments 
redounds more to the advantage of the foreign investor 
than would an attempt to prolong remittances under 
unfavourable circumstances, thereby threatening depre- 
ciation of the currency to a point from which recovery 
might be difficult, if not impossible. The impoverishment 
of the country, however, due to the causes outlined above, 
has been such that the present Government has, since 
the above announcement, been obliged to recommend 
the complete suspension of the payment of the inte- 
rest on the external debt, being evidently disposed 
to regard the maintenance of the external value of 
the currency as the first and most vital consideration 

N* 
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in the present abnormal circumstances. Much depends 
upon a recovery in the price of copper, of which Chile is 
the world’s second largest producer. With regard to 
nitrate of soda, it is believed that, with or without a 
world sales agreement with the synthetic nitrogen 
manufacturers, the Chilean article will continue to sell in 
satisfactory volume. Indeed, Chilean nitrate is probably 
unique among prime commodities at present, inasmuch 
as it has been selling at price levels which the producers 
have been able and have shown their willingness to 
reduce. 

In regard to Colombia, owing to the topography of 
the country the development of the railways and 
transport systems has been one of the principal problems 
of successive Administrations. Colombia has made rapid 
economic progress in recent years, and the large long- 
term loans floated in New York in 1926-29 were mainly 
to develop transport facilities wherewith to foster such 
progress. However, the comprehensive programme of 
public works construction, commenced some four years 
back, has been wisely suspended, in view of conditions 
in the New York capital market. The Republic has a 
stabilized exchange and a Central Bank founded upon the 
recommendations of the Kemmerer Commission, which 
investigated economic conditions in the country in 1923. 
The development of Colombian overseas trade during the 
past ten years is demonstrated in the following table : 





Imports. Exports. 
U.S.§$. U.S.$. 
192I de = 29,175,000 bus 55,003,000 
1925 an au 84,614,000 wis 83,267,000 
1926 ‘ .. 110,992,000 - 110,298,000 
1929 is or 122,696,000 Bs 123,176,000 
1930 as - 61,011,000 oP 109,484,000 


The principal effect upon Colombia of the world-wide 
trade depression is in regard to finance, the early stage 
of the development of the country necessitating an 
uninterrupted inflow of foreign capital, and the difficulty 
of obtaining fresh loan and credit facilities abroad has 
been the chief factor in the curtailment of imports. 
Provided—as is confidently anticipated—the policy of 
retrenchment be adhered to, the outlook for both 
Colombian bonds and trade is favourable and undoubtedly 
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better than in any other large South American Republic, 
with the possible exception of Argentina. 

The remaining principal debtor countries in Latin 
America are Uruguay, Bolivia and Peru. The first- 
mentioned Republic has during the past several years 
exercised a gratifying and exceptional restraint in con- 
tracting fresh loan obligations abroad, and has, moreover, 
during the current period of commercial depression, 
unfailingly met the service of public debt already 
incurred. The country is not dependent upon grain 
exports to the same extent as Argentina, the chief 
industry being stock-raising, but, nevertheless, has 
suffered economically in much the same manner as other 
agricultural countries. To meet the situation, she has 
already devised economies of a special character with the 
object of maintaining budgetary equilibrium and con- 
serving financial resources. Bolivia is in default on her 
debt service, and recovery in that country is almost wholly 
dependent upon the future of the tin-producing industry. 
The commercial and financial situation in Peru has been 
very seriously affected by the fall in world prices of 
cotton and sugar, as well as the over-production in the 
petroleum industry. These circumstances have been 
aggravated by political dissensions, and the position in 
regard to the national debt is at the present time very 
obscure. In Peru the depression has continued far 
longer than elsewhere in South America, and the period 
of recovery will probably be protracted accordingly. 

Summing up, it may be said that the present difficult 
debt position in South America is due to the leading 
Republics having contracted further heavy commitments 
at a time when, without their foreknowledge, world condi- 
tions were developing towards a slump in the markets 
for primary products which was to result in their wealth 
being substantially diminished. In certain directions, 
maybe, the borrowing was on an excessive scale, even 
postulating a continuation of normal prosperity, but, on 
the other hand, it must be remembered that the South 
American countries are still dependent mainly upon the 
inflow of foreign capital for the development of their 
huge resources—in other words, fresh money must go 
into production before wealth is increased—so that they 
were the more easily inclined to accept the suggestions 


for accommodation which emanated, notably from the 
nN** 
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New York market, in the boom period of 1926-28. 
On the whole, therefore, the present position of South 
America may be ascribed to conditions beyond the 
control of the various Republics. It is clear that, 
during the past two years, the income of the South 
American continent has been far from sufficient to 
enable it to comply with its external commitments, 
and this position has been almost wholly due to the 
catastrophic fall in prices of primary products. Failing 
any immediate recovery in such prices and a better 
demand for South American export products, a way out 
from the present impasse seems to be largely in the 
hands of the United States who, notwithstanding that 
their accommodating attitude in 1926-28 made them 
one of the largest creditors of South America, has now 
entirely ceased lending on long term and at the same time 
has, by her import tariff policy, partly prevented her 
debtors from liquidating their debts in goods. Em- 
phatically it must be borne in mind that the various 
South American Republics are particularly jealous of 
their credit reputation, and only by the force of 
circumstances have certain of them been driven into 
default. Comfort may therefore be taken from this 
knowledge, especially as the leading nations there are 
making a real effort to cut down internal expenditure, to 
restrict imports severely so that favourable balances of 
trade are again emerging—notably in Argentina and 
Brazil—to preserve stability in budgets, and, above all 
else, to maintain or adopt a stabilized exchange rate on 
a gold basis, despite their important losses of gold during 
the past two years—almost wholly to the United 
States. Chile has wisely elected to give first considera- 
tion to the maintenance of stability of the peso com- 
bined with the integrity of the Central Bank, whilst a 
similar institution is functioning very satisfactorily in 
Colombia, and Brazil proposes,.on the advice of Sir 
Otto Niemeyer, to adopt a central banking system at the 
earliest possible moment. In the case of Argentina, also, 
it is the intention of her Administration to adopt a 
similar system immediately there is less preoccupation 
with present difficulties, and her relatively large gold 
reserve should enable her to take this most important 
step. 
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Indian Banking Committee’s 
Keport 


HE report of the Indian Central Banking Inquiry 
Committee has now been published, and despite 
its bulk it should prove valuable both as a book of 
reference and as a guide for enthusiastic banking legis- 
lators in the provincial councils and the All-India Assem- 
bly. A great deal of literature is available on various 
aspects of Indian banking, and in the past year or two 
the question of national policy in respect of banking 
has been widely discussed in the Indian Press. The 
report under consideration is the first document which has 
ever given a comprehensive and authoritative view of all 
the departments and sections of the Indian banking 
system. The committee have endeavoured to collect 
facts and to base their recommendations on those facts 
in the light of economic principles and banking experience 
of other countries. At the same time they have given 
full consideration to the national aspects of the matter, 
and a study of the oral evidence will show that while 
many of the Indian witnesses were undoubtedly biassed 
and illogical in their allegations and suggestions, prac- 
tically all of them expressed the view that Government 
should give more consideration than they have done in 
the past to national feelings and aspirations. 

The difficulties of the committee were considerable. 
To begin with, it was unwieldy, its full strength being 
seventeen Indians, four Europeans, and for a period six 
foreign experts. It had to consider not only the specific 
subjects allotted to the Central Committee, but also the 
reports of the provincial committees comprising numerous 
volumes. The terms of reference precluded it from 
discussing the vexed question of the “ ratio,” to maintain 
which Government have been compelled to act arbitrarily 
as the chief currency authority. The committee’s 
criticism of Government’s operations in the money 
markets was therefore necessarily restricted. Finally, 
in view of the political crisis through which the country 
has been passing while the committee was sitting it was 
almost inevitable that political considerations should at 
times tend to outweigh sound banking principles. 
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In the above circumstances it was perhaps inevitable 
that from the Indian point of view the report should 
appear to be a lukewarm document, while on the other 
hand the orthodox and conservative banking community 
may feel that the report savours too much of politics to 
be reckoned as a serious contribution to banking litera- 
ture. It is to be hoped, however, that both sides may be 
impressed by the remarkable degree of unanimity running 
through the report, and that in considering future 
developments of banking in India they will stress rather 
the many points of agreement than the few differences 
between the variety of interests represented on the 
committee. A perusal of the report shows that there 
has been a great deal of mutual give and take on conten- 
tious problems in order to reach an agreement, and it 
seems a little unfortunate that a minority should have 
considered it necessary to break away on the question 
of the immediate creation of a State Exchange Bank. 
When one considers the numerous other calls for Govern- 
ment assistance from the co-operative banks, land mort- 
gage banks and industrial banks, all of which must be 
considered more urgent than adding to the already 
efficient exchange banking system, it seems unlikely that 
even an extreme nationalist government would accept 
this recommendation. The minute of dissent, however, 
should be studied as showing the extraordinary feeling 
against the existing foreign banks. Mr. Manu Subedar’s 
separate report will no doubt provide subject-matter for 
the extremist Press for a long time to come. Appointed 
as a representative of Indian economists he appears to 
have adopted the attitude of a prejudiced politician, for 
his distortion or misinterpretation of facts does no credit 
to the profession which he represents. 

It may be well at this stage to point out that in 
making their recommendations the committee have made 
various assumptions, which must not be taken as con- 
sidered proposals. For instance, they have assumed that 
as a result of the present constitutional discussions there 
will be responsible Governments in the provinces and at 
the centre, as also ministers responsible to the legislatures. 
It is difficult for the ordinary banker to realize the con- 
nection between constitutional policy and banking prac- 
tice, as one would usually assume that a sound banking 
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system should function whatever the form of Government 
might be. It is only when one considers the complications 
of federal finance and the division of powers between the 
federal and States governments that one sees that some 
assumption such as the above was necessary before the 
committee could proceed with their recommendations. 

Another fundamental assumption is regarding the 
constitution of the Reserve Bank. In view of the findings 
of the first Round Table Conference the chairman ruled 
out any discussion on the constitution of the Reserve 
Bank, but in order that the relation of the Reserve Bank 
to the rest of the banking system might be dealt with the 
committee assumed that (1) the capital should be provided 
by the State, (2) the bank should be under Indian control, 
(3) the bank should be free from interference from legis- 
latures, Indian or British, in its day-to-day administra- 
tion. The whole object of these points is to ensure that 
the bank on the one hand shall be free from control by 
sectional interests, and on the other shall not be subject 
to political pressure; in other words, the Reserve Bank 
must be one in which all parties shall have full confidence, 
and which shall be run on the soundest and most approved 
banking principles. 

In some of the Press comments on the report the 
above assumptions have been misunderstood. The 
careful reader should therefore be clear that they are 
not specific recommendations but only assumptions on 
matters which were outside the purview of the committee. 

The main questions before the committee were the 
development of banking, the regulation of banking and 
banking education. When allowance is made for the 
difficulties referred to above it should be admitted that 
on the whole the proposals display discretion, good judg- 
ment, and apart from those which may be beyond the 
financial capacity of Government at the present time 
they are practical. The committee have wisely refrained 
from making proposals which, however desirable in 
theory, would be unworkable in practice, such as, for 
instance, the limitation of rates of interest charged by 
moneylenders and indigenous bankers. They have also 
been unable to make any specific suggestions for the 
compulsory settlement of debt, where such debt is beyond 
hope of repayment and the ordinary insolvency act is 
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too cumbrous to be of use. At the same time they 
recommend that this question should be taken up very 
seriously by local governments as they consider it one of 
supreme importance. 

Closely allied with the question of rural finance is the 
question of marketing, and the committee have devoted 
much thought to the improvement of marketing con- 
ditions so as to benefit the agriculturist. An elaborate 
scheme for the formation of a “ Jute Corporation ”’ to 
control the production and price of jute was prepared 
by one of the foreign experts, Mr. A. P. MacDougall, and 
the committee, though unable to support the scheme in 
detail, consider that it deserves the close attention of the 
Bengal Government. 

While the importance of rural finance will be recog- 
nized by all, and the recommendations of the committee 
on this subject should receive urgent attention, it is more 
than probable that public interest will centre round the 
sections on the finance of foreign trade and the Reserve 
Bank. Many Indian witnesses made serious allegations 
against the existing exchange banks regarding discrimina- 
tion against Indian firms. The committee endeavoured 
to investigate such allegations, often confidentially, and 
it is unfortunate that they were unable to make a more 
definite pronouncement on the absence of foundation for 
the complaints. While it may appear that the feeling 
against the exchange banks is largely sentimental, the 
committee evidently consider that it should be recognized 
as a fact, and they express the hope that the banks 
themselves will endeavour to counteract it in every way 
possible. To the committee’s proposals the banks cannot 
raise much objection; they are non-discriminatory and 
are in the interests of banking as a whole. It would, 
nevertheless, probably be a business proposition if the 
banks could make some spontaneous move on the lines 
of the suggestion under the heading of “ joint banks,”’ or 
in the matter of Indianization of staff, in order to help to 
remove prejudice and to strengthen their position under 
the new form of government whatever that may be. 

The proposals regarding the establishment of a 
Reserve Bank, its functions and relations to the banking 
system, have been carefully thought out, and have 
received the approval of the foreign experts. Co-ordina- 
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tion in the banking system and in the money markets is 
essential, and this cannot be satisfactorily effected until 
there is a sound central bank. 

The question of industrial banking must inevitably 
arouse much controversy. With the example of coun- 
tries like Germany and Japan before them it is inevitable 
that a developing country such as India should consider 
that a great deal can be done by Government aid to 
industry. It is noteworthy that the foreign experts 
have no objection to the establishment of provincial 
industrial corporations as recommended by the com- 
mittee, though they consider that the scope of such 
corporations should be restricted to work of a semi-public 
nature, such as public utility companies. The com- 
mittee, on the other hand, think that the corporations 
should have a free hand to render any assistance they 
thought desirable to new or existing concerns. 

The proposal to create an all-India Bankers’ Associa- 
tion should be adopted at once. Such an association 
would help to promote mutual understanding between 
the different banks, and would also tend to raise the 
general standard of banking throughout the country. 
It is particularly desirable that banking traditions and 
conventions should develop within the banking system 
itself rather than that banks should be hampered by 
numerous detailed provisions in a Bank Act. The com- 
mittee recognize this, and if as a result the report contains 
a good many pious hopes, their caution and restraint are 
to be commended, and the heads of the existing powerful 
banking institutions in India should not be slow to appre- 
ciate the moderation of the proposals and extend their 
hearty co-operation in the future developments. 


Banking Keviews 


English Reviews. 


NDER existing circumstances undue pessimism 
must be strongly deprecated, but at the same time 
statements such as appear in the MIDLAND BANK 
review for September-October, in an article entitled 
“Order out of Chaos,” can only lull the public into a 
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sense of false security. The writer states that our depar- 
ture from the gold standard “‘ was the proximate result 
of developments outside our own country,” and that the 
forecasts concerning the dire results which would follow 
were exaggerated. He considers that, “ As prices so far 
have not risen, the intrinsic value of the pound in our 
own country is unchanged, and there is no likelihood of 
its embarking on the mad career of the mark in early 
post-war years, or even the less pronounced but suffi- 
ciently devastating course of the franc in slightly more 
recent times. No reason for alarm exists, then, in our 
suspension of the gold standard.”’ This is doubtless true 
provided that nothing occurs while we are off the gold 
standard which would lead to any serious increase of 
unfavourable sentiment abroad, and provided also that 
means are found to balance our external position, but 
if these conditions are not fulfilled we should probably 
witness a fall in the pound quite as serious as that of the 
franc. 

An interesting article in the same magazine deals 
with “‘ Economic Conditions and Currency Movements,” 
and shows the extent to which the personal hoarding of 
notes in France and America has been responsible for the 
increase in the gold reserves of those two countries. It is 
scarcely surprising that the American citizen has pre- 
ferred to hold notes, rather than have his money in a 
bank, when it is realized that the first seven months of 
1931 witnessed the failure of “nearly 800 American 
banks, with deposits approaching $500 millions,” though 
the writer points out that there are 22,000 banks still 
existing in the United States. 

In an article in LLoyps BANK review for October on 
“The Suspension of the Gold Standard” the writer 
considers that ‘‘ The real lesson to be learned to-day is 
that there is immediate need for the close and active 
co-operation of the Great Powers and their central 
banks, and with it comes the lesson that all world ques- 
tions, such as reparations, war debts, tariffs and gold, 
and monetary policy, have been shifted by the events 
of the past three months on to a totally different basis, 
and must, as a question of fact and not of argument, be 
considered de novo.”’ This theme is further developed in 
an able article in the same journal entitled “‘ The Repara- 
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tions Problem,”’ from the pen of Mr. Norman Crump, 
which should certainly be studied by our readers, for it 
gives an unbiassed picture of the political and financial 
position in Germany to-day, the understanding of which 
is perhaps the key to the solution of the world depression. 
While blaming the Young scheme for making no provision 
for modification in Reparation payments according to 
changes in the cost of living, Mr. Crump shows that much 
blame attaches to Germany for the manner in which she 
has utilized some of the capital borrowed from abroad, 
which capital has hitherto made her payment of repara- 
tions possible, and which should have been invested 
solely in productive enterprise, instead of being wasted 
in municipal extravagance. The writer gives an arith- 
metical estimate of Germany’s balance of payments 
which clearly shows the extent to which she has been 
dependent upon these borrowed funds, which have 
“retarded and not brought about the present crisis.”’ 

The WESTMINSTER BANK review for September devotes 
its leading article to ‘‘ British Railways” and suggests 
that “It could hardly have been foreseen a generation 
ago that the decade which witnessed the centenary 
celebration of the decisive victory of rail over road would 
coincide with a formidable recrudescence of competition 
from an old antagonist armed with new weapons.” It is 
clearly shown that the present welfare of our railway 
system is largely dependent upon general industrial 
prosperity, and the article should prove interesting to 
all our readers, whether or not they are financially 
concerned with “ British Rails.” 


Foreign Reviews. 


The NATIONAL City BANK OF NEW YorK review and 
the GUARANTY SuRVEY for September both devote 
considerable space to the crisis in London and the impli- 
cations of abandoning the gold standard. The situation 
in London is treated in a most sympathetic manner. 
Both these reviews agree in attributing the root cause of 
the difficulties in this country to the falling off in foreign 
trade due, (1) to loss of markets during the war and the 
tendency of all countries to become self-supporting, and 
(2) to the rigidity of wages. The author of the NATIONAL 
City Bank review emphasizes the failure to modernize 
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industrial equipment and methods, but he also draws 
attention to the fact that during the period after the 
restoration of the gold standard some effort should 
have been made to reduce trade union rates of wages, as 
over the whole period the price level shows a decline. 
He suggests that money incomes should have declined in 
accordance with the “decline of prices,’ by which, 
presumably, he means the “ decline of the Cost of Living 
Index: (Retail prices and Rents),’’ which has, of course, 
fallen much more slowly than the index of wholesale prices. 

The GUARANTY SURVEY points out the difficulty 
which this country suffers in the shape of the enormous 
war debt. ‘“‘ The war indebtedness was incurred, more- 
over, at a time of greatly inflated values ; and the decline 
in prices during the last decade has imposed upon the 
country the obligation of making payments in monetary 
units of much higher purchasing power than were origin- 
ally borrowed.’’ This writer refers to the “dole” as a 
“ social experiment,” but he does not, however, make any 
alternative suggestion for dealing with the difficult 
problem of unemployment. 

The NATIONAL City BANK review also deals at some 
length with the MacMillan Report and the Basle Com- 
mittee of Enquiry. The implications of the Report 
issued by this committee are strongly emphasized. The 
author rightly states that the “ standstill” arrangement 
for Germany’s short-term credits, and President Hoover’s 
moratorium for inter-governmental debts, while giving 
breathing space for all concerned, will do nothing for the 
world in general unless some very definite policies are 
decided upon before the expiry of these two arrange- 
ments. With regard to President Hoover’s moratorium 
the author sums up the whole position by saying: ‘‘ So 
long as no one knows what is going to happen in Europe, 
business cannot be expected to go ahead with confident 
plans for the future, and this hesitancy is one of the 
factors tending to depress the commodity markets.” 

We gather from these two reviews that general busi- 
ness conditions in the United States show little improve- 
ment. The immediate wants of people for everyday 
articles are being supplied, but there is no confidence for 
large concerns to embark on new constructive enterprises 
and thus give a fillip to the heavy industries. 
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The MONTHLY review of the BANK OF LONDON AND 
SOUTH AMERICA for September is, as usual, a mine of 
information about conditions in South America. We 
would commend to those of our readers who are interested 
the very excellent summary of Sir Otto Niemeyer’s 
Report on the Reorganization of the Brazilian National 
Finances. This summary was written before the sus- 
pension of the service of Brazilian loans, but the recom- 
mendations of the Report are just as important now if 
not more so, than at the time they were written. 


Books 
A Money MARKET PRIMER. By GEORGE CLARE. Third 


Edition revised by MAURICE H. MEGRAH. London, 
1931. (Effingham Wilson.) 


CLARE’S “ Primer” has come to be regarded as one 
of the standard works on the London Money Market, 
and its revision is a welcome event. The Second Edition 
was published in 1892, and since then it has been reprinted 
unchanged sixteen times. As conditions have changed 
in many respects, its revision became rather overdue. 
It was carried out with skill and understanding by 
Mr. Megrah, who has succeeded in bringing the volume 
up to date without altering its characteristics to which 
it owes its popularity as a textbook. His original contribu- 
tion to the volume—the material dealing with the 
developments of the last thirty years—is in no way 
inferior to the chapters in which Clare’s work has been 
revised in the light of subsequent events. 





SOMETHING IN THE City. By CoLLin Brooks. London, 
1931. (Country Life, Ltd., 8s. 6d. net.) 


DIFFICULT as it is to believe, the City is essentially 
human, and its description need not necessarily be dry 
and lifeless. Mr. Brooks has amply proved this. His 
treatment of the subject is unconventional—as is indicated 
by his choice of the title of his book—but this only adds 
to its readability. It is the kind of book which can be 
read through in one sitting, and from which the reader 
learns without being conscious of making any mental 
effort. 
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CLEARINGS AND COLLECTIONS. By THATCHER C. JONES. 
Columbia University Press. (London: P. S. 
King & Son, 18s. net.) 

BANKING technique developed before the war in 
each country largely independently from other countries. 
It is only since the war that closer intercourse brought 
about an increasing degree of exchange of information, 
as a result of which a tendency towards a certain degree 
of uniformity may develop. The material collected by 
Mr. Jones on clearings and collections in England, 
Germany, Canada, and the United States may serve a 
useful purpose from this point of view. His chapter on 
“Clearings and Central Banking ”’ is a valuable contri- 
bution towards the growing literature on central banking 
practice. 


EssAI SUR LA NATURE DU COMMERCE EN GENERAL. By 
RICHARD CANTILLON. Edited and Translated by 
Henry Hices. London, 1931. (Macmillan & Co., 
15s. net.) 

STUDENTS of economics will welcome the publication 
of an English edition of one of the eighteenth century 
classics which has so far been available only in fragments 
or in French translation. The volume contains also 
articles on Cantillon and his work by W. Stanley Jevons 
and by Henry Higgs. 


PUBLICATIONS RECEIVED. 


WoRLD DEPRESSION TO WoRLD PRosPERITy. By A. G. 
MacGREGOR. London, 1931. (P. S. King, 5s. 
net.) 

DENMARK, 1931. Published by the Danish Ministry of 
Foreign Affairs and the Danish Statistical Depart- 
ment. Copenhagen, 1931. 


L’ORGANISATION DU CREDIT EN POLOGNE. By SAMUEL 
GUTERMAN. Paris, 1931. (A. Pedone.) 


Das SCHWEIZERISCHE BANKWESEN IN JAHRE 1930. 
Compiled by the Statistical Department of the 
Swiss National Bank. Zurich, 1031. (Orell 
Fusli.) 
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THE HNGLISH INVESTMENT 
TRUST COMPANIES 


By 
GEORGE GLASGOW 


With a Foreword by 
Dr. GERALD T. MOODY 


Chairman of General Investors & Trustees, Ltd., and Cardinal Investment Trust, Ltd., Managing 
Director of Omnium Investment Company, Ltd., & Union Commercial Investment Co., Ltd.,. Gc. 


This book contains, for the first time, a complete analysis of the methods of 
the English Investment Trust Companies, with tabulated results, including 
the earnings and dividends paid yearly from 1910 to date, of 76 of these 
companies. The information contained in this volume can be procured nowhere 
else save by years of laborious research by a practised consultant ; it is here placed 
at the disposal of everyone—Bankers, stockbrokers, trustees, solicitors and private 
individuals seeking a safe and progressive medium of investment. 


Price Sof/- net. 


EYRE AND SPOTTISWOODE 
PUBLISHERS : LIMITED : 6 GREAT NEW STREET : LONDON : E.C.4 











NOW READY. Price 3s. net. 


INCOME TAX) 4 FIRST BOOK 


UP T E 
‘az Ill OF ECONOMICS 


PRICE NINEPENCE, 
BY 


Rules and Regulations for the Current NORMAN CRUMP 


Income Tax Year, 


AS REVISED BY THE ‘‘Seems to us admirably to be what it 
1931 FINANCE (No. 2) ACT. sets out to be—a first book of economics, 
and not on economics. . . Notwithstanding 


Including a Synopsis of the New the flood of books on elementary econo- 


LAND VALUE TAX mics this book was wanted. Ina balanced 


way it relates economic principles to 


By H. 5, GULLY, F.C.A. topical events.’’—News Chronicle. 


“Within its own defined scope it is an 
F Imirable piece of work, lucid, impartial, 
On sale at Railway Bookstalls and Newsagents on : as he ; 
or direct from The Publisher, ; economical of phrase.”’—The Economist. 
“ Tue Financia News,” 20 Bishopsgate, 
London, E.C.2. 


MACMILLAN & C0., LTD., LONDON, W.C.2. 


PRICE NINEPENCE, POST FREE. 
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Table I GOLD HOLDINGS 


(IN MILLIONS OF £) 


















9 rE Pp —— 
ENGLAND) U.S.A. | FRANCE BeLeium | NETHER | penmARK) NORWAY | SWEDEN 
| | Total 
1928 
JANUARY... | 154-7 577-0 145-9 21-0 33-9 10-0 8-1 12-7 91 0 
APRIL .. | 157-4 564-8 145-9 21-7 35-9 10-0 8-1 12-8 95 2 
JULY oo | 1782 533-2 236-7 22-9 35-9 10-0 8-1 12-7 103 5 
OCTOBER .. | 165-1 539-3 247°3 23-1 35-9 9°5 8-1 13-1 121 1 
1929 | 
JANUARY .. | 154°2 | 540-8 263-1 25-8 35:9 | 9:5 8-1 13-0 133 9 
APRIL ..| 155°8 570-2 275°3 26-0 34-9 | 9-5 8-1 12-9 126 0 
JULY «. | 154°4 596-3 295-2 28-8 36-7 9°5 8-1 12-9 97 ‘1 
OCTOBER .. | 131°7 619-0 320-2 29-3 36-6 | 95 8-1 13:3 108 2 
1930 | | 
JaNuaRY.. | 150-5 | 601-9 341-8 33-6 37:0 | 95 8-1 13°5 | 111:8  p2 
APRIL ..| 156-2 620-9 341-0 33-8 35-7 9°5 8-1 13-4 124°5 2 
JULY -. | 156°3 615-1 | 355-6 34:3 35°7 9°5 8-1 13-3 | 128-2 7 
OCTOBER .. | 155-6 611-0 395°3 36-2 32-7 9°5 8-1 133 119°6 2 
NOVEMBER 160-4 | 616-3 411-4 37-0 35-2 9-5 8-1 13-3 | 106-7 ‘1 
DECEMBER 154°6 618-1 421-5 37:1 35-2 9°5 8-1 13-3 | 107-2 ‘1 
| 
1931 | | | 
JANUARY... | 145°9 | 604-3 432°6 39-2 | 35-2 95 | 81 13:3 | 108-5 | ml | 
FEBRUARY 140°4 632°1 | 447-9 39°6 36-0 9-5 8-1 13°2 | 109-8 ‘l 
MakoH .. | 140°9 635-8 451°5 40°5 36°8 9°5 8-1 13-2 | 111-9 ‘1 
APRIL .. | 144°5 | 640-1 | 451-6 41:1 36-8 | 95 | 81 | 18-2 | 114-7 2 
May -. | 147°5 | 651°8 | 447°8 41°3 37°2 | 95 2 6} [as 116-0 8 
JUNE oe | 3889 669°7 | 450-3 41°4 37-2 9°5 8-1 13-2 | 112°6 8 
JULY ea 163-3 | 701-1 | 452-7 41-0 41-1 | 9°5 8-1 13-1 | 69°6 #7 ] 
AvausT ...| 133°5 | 704-6 471-4 44°7 49°8 95 | 81 13-1 66°8 9 1 
SEPTEMBER 134-3 712-1 471°5 | 46°4 54°3 | 95 | 81 12-6 66°9 mb | 
OCTOBER .. | 134°8 644-9 481°5 71°3 58-0 9-0 8-0 10-9 63:7 2 ] 


| 
| 
| 
} 





1 The figures are taken from the 
* Excluding a small amount held 
* Gold and silver holdings, 


Table II CREDIT AND CURRENCY (millions of £) 
































— gen 
CLEARING BANKS BANK OF ENGLAND 
Other Deposits Government | 
” 7 __| «=6Securities 3 4) 
Deposits | Cash Advances | in Banking Reserve Notes in | 
| . Bankers’ Depart- Circulation 
Total Balances ment | 
1928 | | 
Janvaky ..  1,747-2 | 197-6 | 923-0 | 112-9 _ 39-9 38-7 371°5 JANU 
APRIL | ye90-3 | 187-4 933-1 96-6 — 32-2 42-9 373-2 || APRI 
JULY .. | 1,748°9 193-2 932-0 111-3 _ 29-8 58°3 376-2 || JULY 
OcToBER ..  1,752°7 192-4 | 937-9 101-2 a 36:4 52:6 370°1 Octo 
| : 
1929 | 
JANUARY .. | 1,809-3 | 198-0 | 956-1 | 105-0 67-6 55:1 49-8 363-9 JANU. 
APRIL 2 | 2743-2 | 188-5 985-8 99-0 62-6 51-2 55°3 360-4 APR 
JULY "| 1778-2 | 189-9 985-9 | 101-9 65-0 47°3 43-2 368-9 JULY 
OcTOBER .. | 1,764°5 | 189-2 973-7 | 101-4 63-6 72°2 31-4 360-7 || CTO: 
1930 | 
JANUARY ..  1,767-5 | 192-0 969-1 1118 | 75:5 64-9 53°5 355-8 | —~ 
APRIL 1,712-0 | 187-2 968-2 101°7 65-2 57°1 60°6 359-8 — 
JULY 1,749-0 191-2 950-4 107-0 | 70-3 52-4 49-8 365-0 | od 
SEPTEMBER ,»763- ° 100-2 6-0 43-4 56-2 359-5 
OCTOBER 1,791-0 | 188-7 922-3 95-9 | 61-0 42-2 60-6 357°2 Octo. 
NOVEMBER.. | 1,800°5 | 188-8 | 918-7 92-2 57°38 34-9 64°3 354-2 — 
DECEMBER.. | 1,838-9 | 204-3 912-3 1156 | 81-4 59-2 41°6 368-9 | an 
1931 | 
JANUARY .. | 1835-9 | 194-6 | 907-4 | 97-7 | 64-4 48-8 | 51-4 | 361-7 || JAxv 
FEBRUARY... | 1,781°9 | 187-0 | 908-1 93-6 | 60-1 38-0 53-4 347-1 rer 
MaRcH =... | 1,726-0 | 180-7 919°5 | 94:3 60-8 30-3 52-6 349-3 poo 
APRIL =... | 1,693°1 175-4 923-3 | 91°9 56°6 32°0 51°9 353°7. ~ 
May v. | 1,699°8 | 176-3 917-9 92-4 | 58-1 33-3 55°5 353-9 a 
JUNE 2 | 744-4 | 184-3 906-6 102°3 68-7 33-2 63-8 353-9 i 
JULY 2. | 2750-3 | 180-7 896-7 103-1 69°3 36°3 56-3 3581 | | 4y 
Aveust :. | 1.708°3 | 176-9 | 892-4 98°5 59°3 50-4 50°7 357°5 non 
SEPTEMBER 1,675°4 | 170°7 | 895-0 | 111°5 60-2 56-7 55°8 354°1 Pr 





1 Average weekly balances, nine banks. * Average of four or five weekly returns. 8 The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “‘ A Banker's 
nt Dec. 1928 issue.) * Prior to November 1928, “ adjusted” total of bank-note and currency note 
circulations. 
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TRAL BANKS} | Table I—cont. 








ARGENTINA 





































































3 
OLAND | CZECHO- | ausrria |HUNGARY| ITALY | SWITZER-|  gpary aPan | 3 
POLA SLOVAKIA LAND aie | Conversion | Banco de 
al | Office la Nacion 
3 0) 12°1 6°7 2-4 7-1 49-2 19-5 103-2 108-8 96-8 
9 2 13-0 6:8 3-4 71 51-2 17-1 103-4 108-9 99-0 
ey 5 13-9 6-9 2-4 | 71 53-3 17-7 103-4 108-9 107-2 
+2 7 14-0 71 4-9 | 7-1 54°6 18-6 103°4 108-9 97-9 
+6 9 14°3 7°3 4°9 | 7:2 54°6 20-5 101-5 108-8 105-2 
3 0 14°4 7°3 4:9 } 7°3 55-4 19-1 101-5 109-0 96-1 
6 1 14°5 7°3 4°9 6:3 55-8 19-7 101-6 108-8 92-1 
33 2 15°7 7:5 4°9 5°8 56-0 21-1 101-7 108-8 90-0 
| 
+8 2 16-1 7:7 4:9 | 58 56:1 23-6 101-7 107°3 | 87-9 1:3 
5 2 16°2 7:7 4:9 | 5°8 56°3 22-2 97-9 91:7 | 87-9 1:3 
3-2 ” 16°2 8-0 | 4-9 } 5-8 56°3 22-9 98-0 90:2 | 87-9 1:3 
6 2 13-0 8-7 } 6-2 5°8 57-2 25°4 98-2 85:1 | 87°3 0:9 
3-7 1 13-0 9-2 6°2 5:8 57:2 | 26°7 98-3 84-2 | 85-5 0:3 
«2 1 13-0 9-4 6-2 5°8 57°3 | 26°6 97°6 84°8 84°5 0-3 
| | 
3-5 1 13-0 9°4 6-2 5-8 57-3 28-4 96-7 85-4 84°5 | 0-3 
8 1 13-0 9°4 6°2 5°8 57°3 | 26-0 95°8 85-5 81°5 0-3 
1-9 1 13-0 9°4 6-2 5-3 57°4 | 25-5 95°8 85°3 80-4 0-3 
1-7 2 13-0 9-4 6-2 4°5 57-4 25°5 96-0 85-9 77°4 0-4 
3.0 3 13-1 9-4 6:2 4:0 57°5 | | 25°5 96-1 86-6 67°5 0-3 
2-8 8 13+1 9°4 6-2 4:0 57°5 | 25°9 96-1 86°8 66°9 0-3 
+6 7 13°3 9-4 6-2 4-0 58-1 33°4 96-3 87°3 64-7 0:3 
8 9 13-1 9°3 6-2 | 3-8 58-1 | 47°2 90-2 84-7 2°3 0-3 
3-9 5 13-1 9°3 6-2 3-8 | 58-1 47-1 90-2 83-4 61-4 
37 | 2 | 13-3 9:3 5:5 3:8 589 67-4 | 90-3 | 3 
2 th nearest the first of the month. 
t held in (pking Department. 
Table III GOLD MOVEMENTS 
eetagp | UNITED KINGDOM | UNITED STATES 
| ; TRANS- 
4 | Net | Seageeee t+) a. \SUrror, 
esin | Influx (+) | Imports Exports yo | Imports Exports | | ise 
lation asad Efflux ig | Exports (—) Bxporis (—) | yap at cod 
£illions | £ millions £ millions £ millions | $ millions $ millions | $ millions £ millions 
1928 | | | 
1°5 JANUARY .. + 3:9 | 4-1 2-2 +19 | 38-3 62-1 —13-8 3-6 
3-2 APRIL oe + 2°4 2°4 “6 +1°8 | 5-3 96°5 —91:2 | 3°5 
5-2 JULY oe + 2-1 | 4-9 1°9 + 3-0 10°3 74:2 —63°9 | 3°7 
1 OcTOBER .. | — 5-2 | 3-3 94 | —61 14-3 | 1:0 +133 | 3-8 
} | | | 
1929 | | | | 
3-9 JaNuaARY ..| — <2 2°4 5°7 3:3 48:6 | 1:4 | +47-2 3-7 
0-4 | | APRIL | +47 3-3 8 + 25 24-7 | 31:6 | 423-1 3-7 
3 July  ..| —14:3 4-6 20°6 —16-0 35-5 | ‘8 | +34-7 3-8 
0:7 OCTOBER .. + 1°3 5:9 5-5 + 4 21:3 3°8 +17°5 3°38 
1930 | | | 
sg |) JaNuaRY .. | + 4-0 8-6 3-3 +53 | 129 | 8-9 +40 | 38 
9-8 APRIL oe | + 6°6 8-8 3°0 + 5°8 65°8 0-1 +65°7 | 3°7 
5-0 Juy  ..| — 3-8 5-1 8-3 — 3-2 21:9 | 42:5 | —20-6 | 3-9 
0-5 SEPTEMBER = 4°6 4:2 | + 0:4 _—s | a +26 | 3-8 
7-2 OCTOBER .. + 4°8 9°3 <2 | #29 35°6 9°3 +26°3 | 3:9 
4-2 NOVEMBER — 5-0 8-5 8:9 | — 0-4 40-2 5-0 +35°2 | = 3°8 
3-9 DECEMBER — 8-0 8-9 16-1 | —7-2 32°83 | — | +82:°8 | 3-9 
} | | | 
1931 | | | 
1-7 JANUARY .. | — 7-5 | 7:3 16-2 =~ $9 34°4 — +34°4 | 3:9 
1-7 FEBRUARY +06 | 6-4 5-9 | +055 16-1 | — +16°1 | 3°6 
9-3 March .. | + 2°5 4°7 3°4 | + 1°3 25-7 | _ +25°7 | 3-9 
3°7, APRIL 4. | + 2-7 | 599 0-9 + 5:0 49-5 | — +49°5 | 3-7 
3°9 May wg | + 4:7 | 4:3 0-3 + 4:0 50:3 | 0-6 449-7 3-9 
3-9 JUNE oo | -+ 9°83 | 13°8 2-6 +11°2 63-9 | --- +63°9 3°8 
3-1 JULY —31-7 10-0 36-8 —26°9 20-5 | 1:0 +19°5 3-9 
75 Aveust -; | + 1-1 8-2 13-2 — 5:0 | | | se 
4+1 SEPTEMBER — 1:0 4°8 7:0 -— 2-2 } 3:9 
rior to 
nker’s 
y note 
j 
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Table IV MONE 





























































LONDON 
Discount Rates | Treasury Bills 
4 val | | Day to 7 . i - | : ae j : 
Week ending Bank Rate re. Rank Bills | ~— Weekly Tender | Amount | Amount 
| 7 3 months | S$months | te ere pplied for | 
Per cent. Per cent. Per cent. Per cent. Per cent. £ millions | £ millions 
‘ean " acacia ee me |— = 
} } 
1931 | sa a | | 
| | 
JUNE i as 24 | 4 | o | 9 23 789 | 45 | 56-2 
hs 13 ..| 2 | 142 | 2 | gf 2211-59 | 36 | 56-9 
ai 20 .. 2+ 1 2, 22 | 3 1 ieee | 40 | 58°4 
- 1 ar 24 1} 1y% 2? 119 9-87 40 68-2 
JULY 4 e 2+ 143 133 | 23 118 3:45 | 40 80-0 
a : =. i 1°3 23 2 0 2-67 40 56°8 
ve 18 2 6|ClO1H 284 28 0CO| 2 67 «25°17 40 49-2 
a 25 3 2% 3e% 3t 3 8 11-61 45 47-4 
AUGUST 1 4 3% 6] Cl 8 4} | 4 6 6°72 40 | 50°5 
ez 8 4} 38 | 4 | 4 | 45 95 | 35 | 49-3 
o 15 45 | 38 | 4% =| 642) | 4 02 10-92 35 51°6 
» $ ¢ | g 4 | Go | ashe | 45-3 
fe 29 4 3% | 4 4 , 5: 
SEPTEMBER 5 .. | 43 | 34 | 455 | 4} | 4 2 3-01 | 40 | 49-4 
- 12 4¢ 4 | 44f | 4% | 4 4 6-93 40 46-7 
e Bl # | a | oe | a ek ee] S| ee 
9 26 } 42 6% . 4 
OcrowER 3 6 | 4 53 7% | 511 0-07 40 | 47-9 
- 10 6 | 483 5a || 0 6H SO] «5 AL 4°63 40 49°5 
All figures given above, except thaxg ——— 
Treasury 
Table V FOREI@ 
EXCI 
. sc tana in a AVERAG 
NEW YORK|MONTREAL| PARIS BRUSSELS | MILAN | ZURICH | MapRID | i 
Sto£ $to£ | Fr. to£ Belga to £ Lire to £ } Fr. 10 £ P’tas to £ | = 
| | i 
——- —_— - ————_—_ —_————} " —— | 
1 2 
PAR OF EXCHANGE.. .. Pa | ra | | 12¢°21 35°00 92°46 | 2s"aais 25°2215 | 
1928 | | | | | |~ 
JANUARY oe «+ | 4°8758 | 4°8848 | 124-00 34-963 | 92°17 | 25-302 28-504 | 
APRIL ® ee 4°8821 | 4-°8805 124-01 34°953 | 92-53 | 25-332 29-118 
JULY . 4°8644 4°8745 | 124-18 34-°979 | 92°81 25-255 | 29-511 
OCTOBER 4°8498 | 4°8506 | 124-14 34-895 | 92°61 25-200 | 29-970 
| } | | 
| | 
1929 | | 
JANUARY os 4°8503 | 4-°8619 | 124-08 34:898 | 92-67 25-207 29-751 | 
APRIL oe o« 4°8534 | 4°8887 | 124-21 34-950 | 92-70 25-215 32-928 | | 
JULY .. es -- | 4°8511 | 4°8766 123-88 34-911 92-74 | 25-219 33°451 | | 
OCTOBER oe -. | 4°8698 4°9243 | 123-89 34-874 92-99 | 25-176 33-586 | | | 
| | | 
1930 
JANUARY ee 4°8697 | 4°9222 | 123-91 34-947 93-05 | 25-162 37-017 
APRIL 4°8635 4°8654 | 124-11 84-842 | 92-777 25-095 38-946 | 
JULY 4°8656 4°8622 123-67 34-810 | 92-879 | 25-044 42-203 | y 
OCTOBER.. 4°8591 4°8536 123-85 34-845 | 92-804 | 25-020 47-141 | | 
NOVEMEER 4°8565 | 4°8513 | 123-65 34-829 92-781 25-049 43-075 | | 
DECEMBER - | 4°8534 | 4°8610 123-60 34°772 | 92-723 25-038 45-179 | 
| | | | } 
| | 
1931 
JANUARY ee ee 4°8551 | 4°8645 | 123-81 34-815 | 92-739 25-076 
FEBRUARY ie .. | 4°8586 | 4°8591 | 123-94 34°845 | 92-807 25-180 j 
MARCH .. eo 4°8584 | 4-8590 | 124-16 34°879 92-742 25-246 | 
APRIL .. 4°8599 4°8621 124-28 34-950 92-815 25-235 | 
May 4°8641 | 4-8666 124-34 34-956 92-910 25 -220 | 
JUNE | 4°8649 | 4-°8775 124: 2% 34-940 92-937 25-078 | 
JULY | 4°8566 | 4-°8729 123-82 34°818 | 92-865 24-994 } 
AUGUST .. | 4°8576 4°8724 123-91 34°845 | 92°874 | 24-946 | 
SEPTEMBER 4°5412 4°6981 115-84 32-609 88-009 23°195 | 
1 The old parity of 25-2215 sai 
2 The old parity of 25-221 ow 
: Berne until November s abandor 
Average Oct. 1 to 0# Beaks ¢ 
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[ONE 7 
RATES Table IV—cont. 
NEW YORK PARIS | BERLIN i. AMSTERDAM 
a Market Market | Market Market 
d for Bank Rate Discount Call Money Bank Rate | Discount Bank Rate — Bank Rate Discount 
Rate Rate Rate 
ions | | 
Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. 
‘ } | 
9 | if it lt 2 1t 5 483 L lis 
4 | 1 1¢ 2 1} 5¢ 5 2 |} 
2 | 14 i 14 2 1t | 7 7 2 # 
0 | 1; i 1¢ 2 1; | 7 7 2 t 
8 1} 4 if 2 1# | 7 7 2 aa 
2 14 1 2 1; | 7 7 2 3 
4 1} ti 1} 2 133 9 -- 2 2 
5 14 ata 1+ 2 135 10 _ 2 i 
3 14 tt 14 2 13 | 1033 ae 2 1 
6 | | 1} ti rt 2 1 15 — | & 14 
3 | 1¢ t lt 2 137 } 11% = 2 : @ 
5 14 # 14 2 1§? 10 _ 2 | 4 
4 | | 1} ti lt 2 1 10 _ 2 
. Ld 1t # 1t 2 1 8t 7 2 f, 
9 | 14 # 14 2 1 8 4 2 | 
- 4 1$ t 14 2 1 8 7 2 133 
9 | 14 1x: 14 2 1 8 9} 2 1H 
5 1} Lik 14 2 1 8 | of 3 | 2m 
133 183 133 24h 1% | 8 8 3 2H 
Treasury Bills, are averages of daily rates. 
EXCHANGES Table V—cont. 
AVERAGES 
AMSTERDAM BERLIN | PRAGUE | WARSAW sTOCKHOLM| BOMBAY KOBE RIO DE | BUENOS 


| 

| JANEIKO| AIRES 

| FlLtek | Rmk.to£ | Kronento£! Zlotyto£ | Kr.to£ d. per Rupee | d. per Yen. d.per | d. per 
_ ___|_Mitrels. _|_ Gold Peso 





12°107 20°43 16425 43°58 18"159 18 2e°58 5°8997 | 47°610 
|} 12-087 | 20-461 164-49 43-505 18-138 18-09 23°10 5-918 47°83 
} 42-111 20-412 164-71 43-505 18-184 18-00 23°47 5-923 47°81 
| 12-084 20-384 164-12 43-500 | 18161 , 17°91 22-65 5-902 47°43 
| 12-096 20-364 163-63 43-313 18-138 18-06 22-88 5-918 47°34 

| i 

51 

28 | 12-091 20-402 163-83 43-313 18-138 18-06 22°55 5-905 47°41 
51 | 12-090 20-475 163-89 | 43-313 | 18-173 17°96 22-08 5-869 47°28 
36 | 12-086 20-359 163-87 43-308 | 18-098 17°82 22-54 5-873 | 47°23 
| 12-098 20-397 164-42 43-418 18-141 17-87 23-58 5-860 | 46°82 

zw | | | | 
16 12-102 | 20-387 164-56 43-398 | 18-136 17°93 24-25 5-525 45-04 
3 | | 12-098 20°375 164°17 | 43°416 18-092 17-86 24-38 5-743 43°71 
i1 | | 12-093 | 20°383 164-06 43-382 | 18-097 17°82 | 24°39 5-368 | 40°50 
75 } 12-061 | 20-412 163-78 43°375 18-095 17-82 24-52 (45-119 38-49 
9 | | 12-082 20-380 163-79 43°371 18-101 17-79 24-50 4°845 38-65 
12-061 20-369 163-70 43-352 18-104 17-78 24-53 4°726 | 37°39 
12-066 20-419 163-91 43-312 18-138 17°78 24-48 4°461 34°49 
; 12-104 20-438 164-08 43°375 18-149 17°78 24°45 4°255 35-60 
| 12-110 20-406 163-94 43-375 18-143 17°88 24°41 3°883 38°60 
| 12-106 20-409 164°06 43-375 18-148 17°85 24°41 3-618 37°68 
| 12-103 20-433 164-12 43°375 | 18°143 17°86 24°41 3-330 34°91 
| 12-088 | 20°497 164-19 43°375 18-143 17°85 24-39 3-730 34°72 
12-056 | 20-°967 164-01 43-412 18-145 17-81 | 24°40 3°579 33°61 
12°046 | 20°573 163-98 43-375 18-158 17°77 24-41 3°151 31-93 
11-263 19°365 153°43 37°458 17-501 17°77 26°19 | 3°162 | 81°81 








abandoned as from June 25, 1928. 
abandoned as from December 22, 1927. 





| Banks closed during remainder of month. 
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me —{ND_ 
Table VI BRITISH T = 
— a - a —— sininniapustiteia abana F 
COAL PIG-IRON (1) STEEL (1) | 
—_ ae ee esse hale See -———| 
E . | 
Production cinching Fuimces rod Production Production | 1 
as j 
* d j 
— of a of | gpg | —— of a of | 
1928 
JANUARY .. ee ° 21°5 4°3 148 560 | 626 
APRIL ee ee oe oe ee 18-2 4:0 149 | 563 | 644 | 
JULY mn “s - - it 181 4°5 131 538 667 
OcTOBER .. - “ ° eo | 21-1 5°1 136 544 | 756 
1929 | | 
JANUARY .. oe +e o* oe | 22-4 4-9 139 564 765 
APRIL ee we “e oe 20-9 5-0 152 611 809 
JULY .. ee oe oe oe e | 21-1 6°3 167 672 | 805 
OCTOBER ‘ “< ° | 23-0 6-2 166 689 890 
H | 
1930 | | 
JANUARY .. oe 6 - nt 23-8 5-9 159 650 | 771 if 
APRIL oe es oe oe oo | 19-7 4°6 151 620 696 f 
JULY ee oe ee ee oe 18°7 4:9 105 486 621 
SEPTEMBER... ee “e oe | 19-6 5-0 104 425 581 
OCTOBER .. oe oe oe oe 21-0 5-1 96 } 415 512 
NOVEMBER .. oe ee o* oo | 19-8 4-4 92 } 384 434 
DECEMBER .. ee oe ee oe 20°7 4°6 76 350 337 
1931 | 
JANUARY .. ee ae . ard 19-2 3°6 83 } 337 402 
FEBRUARY .. oe oe ° eo | 18°9 3°8 81 320 486 j 
MARCH ee ee ee oo | 19°4 j 3°8 81 357 500 
APRIL co ee wee we | 186 | 8G 78 =| = 823 397 
May.. ee ee oe ‘ oe | 17°3 3°6 80 346 435 
JUNE ee oe _ + | 17°8 3-9 76 j 324 429 
JULY ii ‘a - ee 17-1 3°7 70 317 | 429 
AUGUST ee ee ee ee ee | 16-1 3°5 64 276 357 
SEPTEMBER ewe we we | 180 3-9 62 248 «=| ©6400 ~_ 
aa 


(1) Returns issued 


Table VI_ BRITISH TRADE AND INDUSTRY—cont. 








| OVERSEAS TRADE BANK CLEARINGS. UNEMPLOYMENT ‘ 
| 4 
| | 2] i 3 Percent- | Numbers eS 
Imports _ Exports |Re-exports! London [Provincial Total Compar- age of ou Live tion 
“Country” ative insured | Register | (Quarterly) 
| | Total persons 
| £ £ £ £ £ £ unem- 0600's 1934 = 100 
millions millions millions | millions | millions millions millions ployed omitted 
1928 | 
JANUARY.. 100-4 59-7 | 10-3 | 10-3 5-8 16-1 19-0 10-7 | 1,204 105-7 
APRIL .. 96°8 553 | 11:0 | 10°5 6-0 16-5 19°2 9-5 | 1,081 103°7 
JULY oe 95°5 60-9 | 85 | 10-2 5°5 15-7 18°5 11-6 | 1,259 95-4 
OCTOBER .. 102-7 64°3 | 8-9 10°2 5-4 15°6 18°8 11-8 1,339 105-2 
1929 
JANUARY... 116-1 66-9 | 9°8 10-4 5°56 15-9 19-1 | 12°3 | 1,427 108-3 
APRIL ee 104-2 60-2 | 10-4 10°5 5-3 15-8 19-0 9-9 | 1,159 111-0 
JULY ee 93-6 66°5 8-0 10-3 5-4 15-7 19°0 9-9 1,140 108°2 
OCTOBER... | 110°3 64°6 9-1 10-3 5-1 15-5 18-9 10°4 | 1,218 114°8 
1930 | 
JANUARY... 101-9 | 58:3 8-2 10°4 5-0 15°4 19°5 12°6 1,481 109-6 
APRIL ee | 83°9 46-9 7°8 10-4 4°7 15-1 20-3 14°6 | 1,678 100-9 
JULY ee 85-2 50-7 6:7 10-0 4°3 14°3 19-9 16-7 | 1,964 ) 90-7 
SEPTEMBER 78°7 42°7 5-4 8-6 3:7 12-4 17°8 17°6 2,115 ; 
OCTOBER .. 90-9 46-9 7°2 9-6 4-0 13°5 19-9 18-7 | 2,200 
NOVEMBER 79°4 44-1 6-8 9-4 4°2 13-6 20-2 19-1 2,274 92°7 
DECEMBER 89°6 38°5 5-2 9-4 4°3 13+7 20-9 20-2 2,393 
1931 | | | 
JANUARY.. | 75°6  37°6 | 6-0 9-9 4:2 14-2 221 = 21-5 | «2,614 | 
FEBRUARY 63°6 31°8 | 5-9 9-1 4-1 13-2 20-7 21-7 | 2,628 | 85-1 
MARCH .,. 70°7 | 34-0 5-4 8-9 4-1 13-0 20-4 21°5 | 2,625 | 
APRIL oe 70°0 32°5 | 6°6 9-5 3°9 13-4 21-1 20°9 | 2,532 
May ee 69-6 33°9 5°7 9-1 3°9 13-0 20-7 20°8 | 2,523 80°5 
JUNE ae 68°6 29°4 | 6:0 8°5 3°7 12°3 19°8 21°8 | 2,629 
JULY oe 70-1 34°3 | 4:9 9-1 4°0 13-1 21-3 22°6 2,664 
AUGUST oe 65-3 29-1 } 3°8 8°38 3°8 12-6 21-0 22-7 | 2,732 
SEPTEMBER 68-3 | 29°8 3°8 8-0 3°3 11°3 18-9 23-2 | 2,807 
* Daily averages. * “ Country ” clearings at London Clearing House. * Total clearings (London 


“Country ” and Provincial) adjusted, for comparative purposes, by application of Board of Trade index 
number of wholesale prices (1924 = 100). ‘ Average of four or five weekly returns. * Reprinted by courtesy 
of the London and Cambridge Economic Service. 
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—{ND INDUSTRY Table VI—cont. 
TRA _ 








IRON & STEEL & MANU- MACHINERY COTTON WOOL 

















— FACTURE!S 
EEL (1) | : . , ; i : A : 
ae Exports of Exports of Exports of Exports of Exports of 
Imports Exports Imports Exports Yarns Piece Goods Tops Wool and Wool and 
Worsted Worsted 
juction Yarns Tissues 
rhousands Thousands £ “£ Millions of Millions of Millions Millions Millions of 
j of Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
sands of 
fons in 
284 332 1,345 4,805 14-9 337-4 2°8 4-0 16-9 
26 253 344 1,464 4,143 13°8 314-8 2-9 3°7 10-0 
44 219 333 1,461 4,567 11-4 338-6 2-6 4-2 18-0 
67 261 377 1,488 4,402 15-1 334-0 2°5 4°5 12-7 
56 
244 421 1,627 5,078 16-9 379°3 3°1 3°6 18-6 
65 262 340 1,574 4,151 13-1 349-4 2-4 3-0 9-5 
237 376 1,687 5,066 15-0 355-4 2-2 5-1 17°5 
~ 248 390 1,724 4,803 13-5 265°8 3-3 4°5 11-1 
90 
310 352 1,514 4,456 13-2 313-2 2°7 3°7 14-1 
234 268 1,699 11-5 217-0 2:4 3°0 7°0 
71 199 303 1,415 11-0 197-4 2-7 3-2 10-1 
6 224 200 1/214 9-1 142-7 2-1 31 9-6 
21 264 264 1,499 11:7 150°3 3:1 3°6 8-7 
31 210 204 1,145 11-0 130-3 2-5 3:8 8-3 
~ 283 170 1,460 11-6 130-2 2-4 2-8 7:5 
| 
7 
222 167 1,181 3,280 11°3 155-6 2:4 2-4 10-4 
| 177 144 1,137 2,673 9°3 146°3 2:3 1-9 8-6 
2 ; 210 170 1,246 2'874 10°8 136°4 2°4 2-2 6°8 
6 193 188 1216 2°343 10°8 135°2 2°8 2°4 5°0 
0 228 168 1,305 2'880 10-7 141°5 2:5 2-7 5-2 
7 246 163 1,212 2.442 9-6 132-8 1-6 2-6 6-1 
5 231 168 1,227 27693 11°3 177°3 2+5 3°5 6-6 
9 202 144 1051 2174 11-2 143-8 1:7 3:1 7-9 
; 220 39 1,042 27448 9-0 128-5 1:8 3°7 6-8 
0 
the National Federation of Iron and Steel Manufacturers. 
ore Table VII COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY FRANCE ITALY 
en ait me Cost of 
5 Wholesale 1 Wholesale Wholesale Living | Wholesale) Cost of Wholesale Cost of 
dexof | _ Cost of Depart- Statis- Statis- (Statis Living Living 
‘oduc- Living ment of tisches tisches tique Statis- 
tion I of “ Econ- | Ministry Labor Reichsamt Reiechs- Genérale) | _ Baus 
arterly) le omist of nereee inate eer Pay (dan--Jads 
= 100 1913100 1913 100 1914 100 1913 = 100 1913 100 low 1913 100 1014 loo 1S = 100 191d = low 
1928 
JANUARY .. 141-1 135°5 166 138-0 138°7 150-8 606-7 507 134-3 145 
5-7 APRIL oe 142°9 139-5 164 139°5 139-5 150-7 623°8 19 134°7 145 
I3°7 JULY os 141-1 135-9 165 140°8 141-6 152°6 623°8 519 132°6 143 
5-4 OCTOBER .. 137-9 131°1 167 140-1 140-1 152-1 617°0 531 133°5 144 
oD 
atin 1929 
JANUARY .. 138-3 130-3 165 139°3 138-9 153-1 , 630-6 547 134-+7 148 
8-3 APRIL ee 138°8 129-3 161 138-7 137-1 | 153-6 | 626-7 556 133-8 150 
1-0 JULY ee 137°4 128-9 163 140°4 137°8 154-4 613-0 555 129-5 148 
8° 2 \ OCTOBER .. 136-1 124-1 167 138-0 137-2 153-5 589°5 565 127-6 149 
4°8 
1930 
JANUARY 131:0 118°5 164 133-8 151-6 | 565 123-0 150 
9-6 APRIL 123-7 112-3 155 129-9 147-4 | 572 116-6 146 
0-9 | JULY -» 119°2 106°8 157 120°3 149-3 592 109-0 145 
oe SEPTEMBER 115°5 100-7 156 120°6 146-9 re 108-1 143 
0°7 OCTOBER .. 113-0 99-6 157 118°3 145-4 : 104-9 143 
NOVEMBER 112-0 97-6 155 115-2 143°5 } 597 102-9 143 
2-7 | DECEMBER 108-9 94:5 153 112-3 141-6 100-1 139 
1931 
JANUARY .. 106-9 91-3 152 110°3 115-2 140-4 483-7 98-2 133 
FEBRUARY .. 106-2 91-6 150 108-2 114-0 =138°8 481°3 590 97:1 135 
51 MakcH .. = 105°9Ss 1°11 147 106-7 113°9 137-7 481°7 96-7 135 
| APRIL ee 105-7 90-0 147 105-0 113-7 | 137-2 483-7 |} 99°38 135 
May ee 104-4 87°5 145 102-1 113°3 137°3 470-1 589 94-2 134 
)°5 JUNE ee 103-2 87°5 147 100-3 112-3 -137°8 = 467-1 J 92-1 133 
JULY oe 102-2 86-0 145 100°3 111-7 137-4 456°3 91-5 132 
I AtGusT 99°5 85-7 145 100°6 110°2 | 134°9 445°6 89°8 131 
SEPTEMBER 99-2 89-6 145 108-6 134-0 27°9 
j ' The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
don | comparison, 
dex | * Gold index. 
tesy | O 
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Bank Meeting 


ANGLO-SOUTH AMERICAN BANK, LIMITED 


EFFECT OF FALL IN PRICES 





ADJUSTMENT AND STABILIZATION NEEDED 


MR. R. J. HOSE’S SPEECH 


HE forty-third annual general meeting of 
the Anglo-South American Bank, Ltd., 
was held on October 20 at Winchester 

House, Old Broad Street, London, E.C., 
Mr. R. J. Hose (chairman) presiding 

Ihe Secretary (Mr. C. J. Shea) having read 
the notice convening the meeting and the 
report of the auditors, 

rhe Chairman said :—As you are all aware, 
the economic crisis from which the world 
is suffering is quite unprecedented both in 
its universality and severity. The phrase, 
‘economic blizzard,’’ has been aptly coined, 
and I may tell you at once that this blizzard 
has blown nowhere more fiercely than in the 
countries where we work, due to the fact 
that they are producers of primary commo- 
dities, the slump in which is at the root of all 
our troubles 

[ would emphasize that the departure of 
this country from the gold standard on 
September 21 was principally due to condi- 
tions abroad rather than here, the crisis in 
Central Europe having induced a nervous- 
ness in foreign markets which led them to 
draw their cash balances from London in 
order to strengthen their own positions 

Great Britain remains fundamentally in a 
sound position, and, with her unrivalled 
financial experience and enormous resources, 
will undoubtedly retain undiminished her 
monetary predominance There is, 1 am 
sure, no necessity for me to emphasize that 
Great Britain always has and always will 
honourably fulfil her obligations, and that 
in the words of the Chancellor of the 
Exchequer, there is not the least danger of 
the pound going the way of the mark or the 
franc 
THE PRECIPITATE FALL IN PRICES 

Dealing now with South America, the fact 
is hard to realize that prices of its products 
have continued to fall so precipitately that 
they are down not merely to pre-war levels 
but, in the majority of cases, to as much as 
yo per cent. below Let me give you an 
example of what this means During the 
first eight months of 1931, Argentina actually 
increased the volume of her export trade by 
72 per cent. over that for the same period 
of 1930, but the total value was some 3 per 
cent. less When it is borne in mind that 
the other South American countries have not 
been so fortunate as Argentina, inasmuch as 
a fall in values has been accompanied by a 
decline in exports, the dire effect upon their 


economy may well be imagined. To this 
state of affairs may be directly ascribed the 
grave exchange difficulties with which 
practically all the Republics are faced, as 
well as the default on foreign debt services 
into which Bolivia, Brazil, Chile and Peru 
have been driven during the past few months. 
The existing difficulty of obtaining return 
remittances in sterling for exported goods 
sold in local South American currencies is so 
obviously discouraging to our overseas trade 
that I need not comment further upon this 
additional evidence of the freezing up of 
international commerce due to present credit 
conditions, beyond saying that so serious is 
the position likely to become very soon that 
an early solution must be forthcoming if the 
wheels of commerce are not to stop 
AGGRAVATION OF THE DIFFICULTIES 
The present difficult position of the South 
American countries has been aggravated in 
varying degree by the increase in _ their 
external debt commitments at a time when, 
without foreknowledge by them, world condi- 
tions were developing towards a collapse in 
the markets for primary products which was 
to result in their income being drastically 
diminished During the five years 1926 to 
1930, South American public long-term loans 
abroad on behalf of Governments, depart- 
ments, munk ipalities, etc amounted to no 
less than the equivalent of 300 million pounds 
sterling, of which 253 millions were floated 
in the three years 1926 to 1928. While 
conditions then ruling in New York—where 
the bulk of the money was raised—were such 
as to render extremely facile the placing of 
foreign bonds, it must be remembered that, 
so far as the South American borrowers were 
concerned, the funds were destined mainly 
for programmes of economic development, 
the likely benefits of which, however, have 
for the present been largely nullified by the 
fallin prices. If there be included theservice 
of previously-existing loans, the principal 
South American countries now have to find 
an annual amount to meet the service of 
their public long-term external debts of the 


equivalent of something like 50 million 
pounds sterling at par of exchange. They 


can provide for such indebtedness only by 
shipments of goods or gold, and, with the 
enormous fall in value of their exports, they 
have been compelled to part with the greater 
proportion of their surplus gold holdings. 
In Argentina, for example, the gold held by 
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the Conversion Office has dropped since 
October, 1930, by 163 million pesos, and now 
represents a ratio to the total note circulation 


of 55 per cent., as compared with 77:5 per 
Rn 4i Jd 


cent. In those countries where there had 
been recently established central banking 


systems and a gold standard of exchange, the 
drain of gold naturally resulted in a persistent 
decline in the ratio of gold holdings to note 
and deposit liabilities. In the case of Chile, 
she was ultimately faced with two alterna- 
tives, either to continue the heavy payments 
required for the foreign debt with the certain 
early exhaustion of the Central Bank’s gold 
reserve and consequent abandonment of 
exchange stabilization, or to suspend tem- 
porarily the service of the foreign debt and 
so stem the drain of gold from the country. 
Wisely, but reluctantly, Chile chose the latter 
course after having attempted honourably 
to fulfil her debt obligations until the last 
possible moment. 

To sum up, the situation in South America 
is that the income of that Continent has, 
through the slump in prices, been reduced 
to a level quite out of alignment with external 
obligations. 


DANGERS OF STERILIZATION 


Commenting at some length at our last 
meeting upon the cause of the slump in world 
prices and the advantages of the preservation 
of the gold standard, I referred to the dangers 
arising from the sterilization of large gold 
stocks in certain centres, and this unbalanced 


GOLD 


state of affairs has since driven many 
countries off the gold standard. Despite the 
benefits to export trade which may arise 


from a depreciated currency no longer linked 
with gold, these can of their very nature be 
only temporary and sink into insignificance 
beside the dangers and disorganization to 
world trade resulting from the abandonment 
of the gold standard and instability in 
currency values. The truth is that the world 
was attempting to operate the gold standard 


under an impossible set of circumstances, 
among which have to be numbered high 
tariffs, Reparations and War Debts, as well 


as rigid wages and other high production 
Under a gold standard system, the 
metal is intended to do no more than make 
up for temporary fluctuations in the inter- 
national balances of payment. Therefore, any 
unwieldy and persistent inflow of the metal, 
which is symptomatic of uneconomic factors 
upsetting credit equilibrium, should not be 
regarded for long with complacence even by 
a large creditor country When such a 
country is also the possessor of a large visible 
trade balance, still more should it ponder 
carefully its international economic policy 
especially in relation to import tariffs. 

Che Hoover plan for a one-year holiday in 
War Debts hailed with general relief, 
and there will undoubtedly be further 
developments in this respect. While it is 
admitted that the more recently contracted 
foreign debt obligations of Latin-America 
are in a different category to War Debts, they 
are alike inasmuch as they were created at 
a time of high prices, and, being fixed in 


costs. 


Was 


gold, represent an increasing burden as 
commodity prices decline. Present world 
conditions necessitate an early and definite 


measure of co-operation between the various 
nations in an attempt to find a way out of the 
present credit impasse. That such co-opera- 
tion will eventuate shortly under the pressure 
of economic circumstances, there is little 
doubt. In the very universality of the 
breakdown lies probably the hope of eventual 
and, maybe, speedy recovery. 


THE TRANSFER FROM RESERVE 

In considering the report and accounts, 
you will wish me first of all to deal with the 
transfer from the reserve fund of the sum of 
$2,275,000 toa spec ial reserve for de prec ation 
of capital employed abroad and other possible 
losses. 

The transfer from the reserve 
special on the exchange situation, 
including depreciation of capital, and, I may 
assure you, embracing those as far as we can 
reasonably anticipate on the further lowering 
of exchanges up to date. I may also point 
out that the amount transferred to the special 
reserve has been calculated also to deal with 
the depreciation of the capital employed in 
Brazil through our subsidiary, the British 
Bank of South America, Ltd. 

I must emphasize, however, that there is 
no change in the effective capital upon which 
the bank’s organization has been working, 
as the capital employed abroad must neces- 
sarily be retained in the currencies of the 
countries where we trade, and losses would, 
of course, be realized only in the event of 
aoe yon from those countries. Neverthe- 
less, | think that shareholders will agree that 
it is prudent for the bank not only to maintain 
at all our branches a full proportion of 
currency to meet all demands, but also to 
make adequate provision for all contingencies 
in the light of present circumstances, although 
it is disappointing to us to have to make this 
adjustment in our reserves after stabilization 
had been effected in certain countries where 
we work. 


fund covers 


losses 


THE NET PROFIT 

Our net profits for the year are some 
{30,000 lower, at £461,383. I must, however, 
point out that since the date of our accounts 
the difficulties of trading which we have 
experienced have become even more accen- 


tuated. As I have already emphasized, in 
all the countries where we operate there is, 
with minor exceptions, official control of 


restrictions in regard to 
remittances, etc., add, as will be appreciated, 
very considerable obstacles to the facile and 
profitable conduct of business. In addition, 
there exist official policies of credit restriction, 
the limitation of imports, as well as gene rally 
adverse commercial and _ political conditions 
throughout some parts of our territory 
These call for the greatest care and prudence 
and a continuance of a consistently conserva- 
tive policy, which will, I am certain, have in 
these times your wholehearted support. 

After tributes to the staff and a vote of 
thanks to the chairman and directors, the 
proceedings terminated 


exchange, and the 


Oo2 








180 THE BANKER 





Some Lloyds Bank Branches 


By Professor C. H. Reilly 


THINK the committees of bank directors who deal 
I with new premises, their premises managers and the 

architects they together employ for the design and 
erection of new branches, must nowadays all be extra- 
ordinarily amiable people full of the milk of human 
kindness. They would not, I am sure, hurt a fly much 
less one of our beautiful old country towns. This is, 
of course, greatly to their credit and contrasts very 
strongly with the attitude of their predecessors a few 
years ago, when the more blatant, the more becolumned 
and ornate a new bank was, the more it stamped on and 
destroyed such peaceful harmony as there might be in its 
surroundings, the greater was the achievement considered 
to be. I have often referred in these pages to that time 
when the bank building boom followed closely upon 
the heels of the public-house building boom and seemed 
to inherit its spirit. Now all concerned appear to have 
gone to the other extreme. They are perfect gentlemen 
in everything they do. Errors of taste have become 
deadly sins. It is far better to be dull than to be brave. 
Hence the almost universal vogue of the discreet little 
Georgian bank. It is charming, it is restrained, it hurts 
no one, it interferes with no amenities and it even hints 
at aristocratic connections. It enhances the Georgian 
atmosphere of our country towns, and adds a note of 
gentleness and gentility to the noisiest suburban high- 
streets. In every way it is so much better than its 
predecessors that one feels one ought to welcome each 
little Georgian branch bank with the utmost enthusiasm. 
One can remember indeed a time, and not so long ago, 
when one did and rightly. Now, however, after seeing 
the thousandth and first, one cannot help wondering 
whether this type of discreet little building, clothing 
itself in the frills and furbelows of one hundred and fifty 
years ago, is really the last word in suburban bank 
architecture. Could not we have equal discreetness, 
equal reserve and dignity with an equal air of gentility, 
if not admittedly with precisely the same aristocratic 
suggestions, in a building which belonged more frankly 
to our own time and was not consequently so decked out 
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in fancy dress? Without in any way approaching the 
extravagances of the revolutionary modernist architecture 
of the continent, one would imagine that it would be 
possible to apply some of the precepts of functionalism 





irchitects [A. G. Johnson and F. N. Astbury 


FRONT VIEW OF THE ILFORD BRANCH OF LLOYDS BANK 


to the ornament and detail of modern banks. One knows 
that this is so. Only two months ago in these pages we 
were discussing such a modern bank in Cornhill itself, 
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and finding that it had certain advantages in appearing 
an efficient modern machine as well as in being one. 
With such ideas in one’s mind, therefore, it is extra- 
ordinarily interesting to find among the month’s batch 
of photographs of Lloyds new banks one of a recent 
branch at Ilford, which is just such a building. It is 
strong and simple, it is discreet even elegant in its detail, 
and yet its shape and proportions are dete rmined by the 
requirements and those of the site, and owe little or 
nothing to any stylistic arrangements. In the first 





Architect 1. G. Johnson and F.N. Asthur 
SIDE VIEW OF THE ILFORD BRANCH OF LLOYDS BANK 


place this building, which is at the junction of two 
streets, but which has nevertheless avoided the temptation 
and weakness of the usual public-house corner entrance, 
very solidly ends, as will be seen from the photograph, 
of its return flank, the row of suburban shops and houses 
against which it stands. Its front block treated as a 
single unit stands squarely like a pylon or sentinel at the 
corner of the street. Although no taller than its 
neighbours its scale is so much larger that it seems 
twice as big. Laymen generally have some diffic ulty in 
understi inding what architects mean by the word scale, 
and one must admit that architects by their work often 
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show little appreciation of its importance. This bank 
seen next to its neighbours is an excellent example of the 
value of a big scale in giving strength and dignity and 
showing how little, big scale has to do with mere size. 
Then the building looks as if the banking hall proper 
was in the high front portion where are the big windows, 
and that the Jow er part at the back with ordinarily sized 
windows was the more domestic part. That is to say, it 
looks what it is. If the architect had adopted an 18th- 
century Georgian manner he could not have allowed 
himself these two big windows to the front section which 
give such scale and character to his building, and suggest 
so clearly—functionally as the phrase goes to-day—his 
lofty banking hall. He would have had to be content, 
as indeed happe ns in many Palladian country houses and 
in Inigo Jones’s famous Banqueting Hall in Whitehall, 
with two windows one above the other where he has a 
single big one, suggesting one thing on the exterior and 
another in the interior. Apart, however, from its 
truthfulness this building is no mere piece of engineering 
like so many modernist functional structures. It has 
numerous refinements which are purely architectural. 
It has, for instance, a strongly marked base in another 
coloured stone to contrast with the vertical lines. The 
contrast in the photograph is indeed almost too great. 
The vertical lines are not strictly vertical. They batter 
inwards, and by so doing help to give the required effect 
of solidity and strength. It will be seen that the building 
in the modern way has no cornice, for the cornice has 
long ceased to be ‘anything but an ornamental feature. 
It is not, however, left without any horizontal lines 
at the top to echo those at the base. A plain band does 
this, recalling to the mind the ordinary cornice. The 
architraves to the windows, too, recall ordinary archi- 
traves, while there is more than a suggestion of Egyptian 
architecture about the front block and especially about 
the stone doorway standing up so dramatically into the 
great window. All this shows that the building is not a 
pure piece of revolutionary modernistic work, but a 
cultured piece of English modern design which while 
being satisfactorily functional in its main elements, does 
not disdain to make use of historical motives where they 
can contribute directly to the purpose of the design, 
and are not there just because ancient fashion so placed 
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them. Finally, it is extraordinarily interesting to find 
that this piece of freer modern designing has been done 
by architects, Mr. A. G. Johnson and Mr. F. N. Astbury, 
of the bank’s own premises department. If the new 
movement is welcomed at headquarters like this we may 
indeed expect to see it spread. 

As a contrast to this piece of modern designing I take 
two excellent pieces of Georgian designing. The first is 





irchitect T. Millward Wilson 
THE BARNET BRANCH OF LLOYDS BANK 


a little bank at Barnet, by Mr. T. Millward Wilson, with 
all the intriguing naiveté and doll’s-house quality a good 
little early Georgian building so often possesses, and for 
the second a small bank at Ascot by Messrs. Unsworth & 
Goulder, which is as elegant, as English, as gentlemanly 
and restrained as any country town could demand. 
Both these examples are perfectly delightful in their 
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ANOTHER BURROUGHS 
CONTRIBUTION 
TO MODERN BANK 
ACCOUNTING 


Burroughs has produced a new type of machine—described by 
bank officials as one of the most remarkable developments in 
mechanical accounting. 
Here are a few of the principal points about this new model :— 

Dissects “Waste” to six different headings 

—in one column. 

Automatically proves accuracy of each 

credit as it is recorded. 

Prints Bank, Branch, Amount and Classifi- 

cation of each item—all in one operation. 

Eliminates necessity for cross casts of 

credits and down casts of items. 

Lists and adds up to ten million pounds. 

In smaller banks and branches one of 

these machines can be used for both 

“waste” and ledger posting. 


Several banks have already purchased this new type of Burroughs 
machine. Important economies can be effected by its introduction. 
All Bank officials are invited to see a demonstration, either in 
their own offices or at the Burroughs showrooms. 


Burroughs 


BURROUGHS ADDING MACHINE LIMITED 
Chesham House, 136, Regent Street, London, W.1 


Telephone: Regent 7061 (8 lines). Branches in all principal cities. 
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way, the second one on a corner site being naturally a 
more complete exposition of the possibilities of the style 
and having a little more refinement at the cost of the 
other’s sprightliness. Nevertheless, good as these examples 
are, and thankful as we ought to be to get such buildings 
commercially in these days of awful bungalows, vile v illas 
and vulgar shops, one must admit that compared to our 





irchitects Unsworth and Goulder 


THE ASCOT BRANCH OF LLOYDS BANK 


first example, even though these buildings surpass it in 
elegance and mastery of their medium, they are “ stand- 
still’ architecture—architecture as it was a century 
and a half ago. The Esher branch by Messrs. Searle & 
Searle is of the same type but not quite so good. One 
admits at once, with its corner entrance, the problem 
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was more difficult. Still the proportions do not seem 
to be quite so happy, and there are one or two things 
definitely unhappy, such as the balcony railing over the 
front doorway with no balcony space or window behind 
it, and the over-elaborated flat arches and keys to the 
ground floor windows. Whether it is due to the corner 
entrance, as I think mostly, or to the unmeaning balcony, 
emphasized by the plaque with the Lloyds horse, or to 
the hanging sign over what appear to be the taproom 





irchitects {Searle and Searle 


THE ESHER BRANCH OF LLOYDS BANK 


windows, this bank has, I think, more the look of a good 
trust public house with a bottle and jug entrance at the 
side than anything else. Of course, to look like a good 
wayside inn is not to look like anything bad—very much 
the reverse; but it is not to look like a place of serious 
business. Accepting this character, the structure appears 
a first rate piece of vernacular building, and especially 
the tile roof and the way in which the dormers in it 
are managed. 

The Tamworth branch by Messrs. Bromley, Cartwright 
& Waumsley on the other hand also, accepting the 
Georgian convention, could not be anything but a bank, 
if not for no better reason than that no one but bank 
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Société Générale de 


Credit Industriel et Commercial 


f HE Société Générale de CREDIT INDUSTRIEL ET COMMERCIAL, established in 1859 
T on the pattern of the English joint-stock banks, is, after the Banque de France and 

the Crédit Foncier, the oldest French credit institution. The object of its founders 
was to obtain for France the benefits derived in England from banking deposits and the 
use of cheques. 


The example thus set was followed rapidly by other credit institutions. Contrary to 
these, however, the Société Générale de CREDIT INDUSTRIEL ET COMMERCIAL did not 
create a system of branch offices throughout France, limiting its activities to Paris and 
its immediate suburbs. 


In the provinces, it preferred to pursue the policy of assisting in the development of 
local banks possessing a capital and sphere of activity of their own, as well as their own 
system of branches, since they are in a better position to adapt themselves to the local 
requirements. It created in this manner in 1865 the Société Lyonnaise de De pots et de 
Crédit Industriel (the present capital of which is Frs. 60,000,000); in 1868, the Société 
Bordelaise de Crédit Industriel et Commercial et de Depots (with a capital of 
Frs. 15,000,000); in 1881, the Société Nancéienne de Crédit Industriel et de Depots (with 
a capital of Frs. 100,000,000); in 1919, the Société Alsacienne de Crédit Industriel et 
Commercial, which has since become the Crédit Industriel d’Alsace et de Lorraine, with 
a capital of Frs. 75,000,000; and in 1931, the Société Toulousaine de Crédit Industriel, 
with a capital of Frs. 20,000,000. 


Apart from its own creations, the Société Générale de CREDIT INDUSTRIEL ET 
COMMERCIAL has participated in the transformation or capital increase of a number of 
local banks, such as the Banque L. Dupont & Cie. (the present capital of which is 
Frs. 100,000,000), the Banque Scalbert, S.A. (capital Frs. 60,000,000), the Crédit de 
l'Ouest (capital Frs. 50,000,000), the Crédit Nantais (capital Frs. 30,000,000), the Crédit 
Havrais (capital Frs. 25,000,000), the Comptoir d’Escompte de Rouen (capital 
Frs. 18,000,000), the Société Normande de Banque et de Depots (capital Frs. 15,000,000), 
the Comptoir d’Escompte de la Sarthe (capital Frs. 15,000,000), and the Banque Regionale 
de l'Ouest (capital Frs. 12,500,000). 


After opening an Agency in London in 1895—now at 96, Old Broad Street, E.C.2 
the Société Générale de CREDIT INDUSTRIEL ET COMMERCIAL created in Brussels, in 1903, 
the Société Belge de Crédit Industriel et Commercial et de Depots, with an Agency in 
London. In 1929, the Société Génerale de CREDIT INDUSTRIEL ET COMMERCIAL partici- 
pated jointly with its associate banks in the establishment in Paris of the Union des 
Banques Regionales pour le Crédit Industriel (with a capital of Frs. 40,000,000) which 
has for its object every kind of long and medium term credit operations. The shares 
of these various local banks are valued in the balance sheet established at the date of 
August 31, 1931, at Frs. 100,488,726. 

In 1931, at last, and by official request, the Société Générale de Crépit INDUSTRIEL 
ET COMMERCIAL took over the control of the Banque d’Alsace et de Lorraine and, as a 
consequence, of the Banque Privée. This has resulted in important developments in some 
of the associate banks, on which the business previously dealt with by the two banks named 
has devolved. 

The total activities of the banks grouped under the Société Générale de CrépitT 
INDUSTRIEL ET COMMERCIAL embrace at present 1,200 localities throughout France. It 
will thus readily be seen that the Société Générale de CREDIT INDUSTRIEL ET COMMERCIAL 
is represented in the principal provincial towns (I) by the associate banks above named 
and (2) by local banks forming part of the Syndicat des Banquiers des Departements, 
created by the Société Générale de CREDIT INDUSTRIEL ET COMMERCIAL in 1885, with 
138 banks situated in 979 localities. 

The Société Générale de CREDIT INDUSTRIEL ET COMMERCIAL meets, therefore, in a 
more elastic form, the varying needs of its clientéle, and takes an active and useful 
participation in the development of the country, through its own branches, through its 
associate banks and through its correspondent banks. 

Since 1906 the share capital of the Société Générale de CREDIT INDUSTRIEL ET COMMER- 
CIAL has remained at Frs. 100,000,000, of which Frs. 43,750,000 is paid up. Its reserves 
represent Frs. 70,000,000 in the balance sheet, the aggregate of which approaches two 
milliards 
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directors could afford to build so elaborately on so short 
a front. In my opinion this front is very overcrowded. 
The upper storey, where the windows are simpler, is by 
far the better. On the ground storey it is the cornice 
heads to the windows with their elaborate brackets 
which crowd the front and make the two doors, which 
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THE TAMWORTH BRANCH OF LLOYDS BANK 


also have their own cornices, seem rather absurd. If 
we are not ready yet in this country to accept the 
doctrine of functionalism in all its puritanical strictness 
such designs as this would obviously be all the better for 
a little of its indirect influence. 
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DISCOVERY. 


@. Over 400 years ago, Balboa crossed the Isthmus of 
Panama from the Atlantic Coast and discovered the 
Pacific Ocean. 

¢, To-day, the Isthmus is traversed by the Canal, while 
other vital arteries of modern commerce are provided 
elsewhere by the great railway systems which link the 
two Oceans. 








G, The great and growing trading development of the 
New World is also largely dependent upon complete 
international banking facilities, and these are afforded by 


THE ANGLO-SOUTH 
AMERICAN BANK LTD 


117 OLD BROAD ST,LONDON,EC2 
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Finally we come to a little bank at Stroud in an early 
Victorian classical manner, no doubt chosen to suit the 
predominant character of Gloucestershire towns like 
Cheltenham and Stroud. This little building explains 
very clearly what I meant by saying at the start that 
bank directors and their architects are becoming almost 
too tender hearted to the environment of their buildings. 
It is not necessary to copy that environment in order 
not to spoil it. Indeed a copy, which cannot help 
partaking a good deal of the nature of a fake, however 
well intentioned, is more likely to do this for the really 
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[Waller and Son 


THE STROUD BRANCH OF LLOYDS BANK 


knowledgeable person than a frank contrast. This little 
building by Messrs. Waller & Son is of its kind a good 
reproduction period piece, but it will nevertheless not 
deceive many people. They will realize it is a modern 
building and it will consequently seem with its columns 
and balustrade a little pretentious for a small bank in 
these deflated post-war days. Yet it is well done, and 
it is remarkably well set in a railingless green lawn with 
only a kerbstone between the grass and the pavement. 
How much better our suburbs would be if their in- 
habitants could always bring themselves to adopt this 
excellent and highly civic American practice ! 





